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SAVINGS AND LOAN BRANCHES 


WEDNESDAY, FEBRUARY 27, 1952 


UNITED States SENATE, 
SUBCOMMITTEE ON SECURITIES, 
INSURANCE, AND BANKING OF THE 
COMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 


The subcommittee met, pursuant to notice, at 10:30 a. m., in room 
301, Senate Office Building, Senator J. Allen Frear (chairman) 
presiding. 

Present: Senators Frear, Maybank, and Schoeppel. 

Senator Frear. The subcommittee will come to order. 

The Subcommittee on Securities, Insurance, and Banking of the 
Banking and Currency Committee is called to hear testimony on 
Senate 2517 and Senate 2564. 

I will ask the reporter to print each of these bills in full. 

(The bills referred to are as follows:) 


{S. 2517, 82d Cong., 2d sess.] 
A BILL To amend section 5 of the Home Owners’ Loan Act of 1933, as amended, 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 5 of the Home Owners’ Loan Act of 
1933, as amended, is hereby amended by adding at the end thereof the following 
new subsection: 

“(l) The conditions upon which a Federal savings and loan association may 
retain or establish and operate a branch or branches are the following: 

“(1) A Federal savings and loan association may retain and operate such branch 
or branches as it may have in lawful operation on the effective date of this sub- 
section. 

(2) If, after the effective date of this subsection, a State savings and loan 
association is converted into or consolidated with a Federal savings and loan asso- 
ciation, or if two or more Federai savings and loan associations are consolidated, 
such converted or consolidated association may, with respect to any of the asso- 
ciations, retain and operate any of their branches which are in lawful operation 
on the date of such conversion or consolidation. 

(3) A Federal savings and loan association may, with the approval of the 
Home Loan Bank Board, establish and operate new branches, (A) within the 
limits of the city, town, or village in which said association is situate, if such es- 
tablishment and operation are at the time authorized to State savings and loan 
associations by the law of the State in question, or, in the absence of any such law, 
if such establishment and operation are at the time in conformity with the practice 
within the State with respect to branches of State savings and Joan associations 
except that no approval of the State authority having supervision over State 
savings and loan associations shall be required; and (B) at any point within the 
State in which such association is situate, if such establishment and operation are 
at the time authorized to State savings and loan associations by the law of the 
State in question, or, in the absence of any such law, if such establishment and 
operation are at the time in conformity with the practice within the State with 
respect to branches of State savings and loan associations except that no approval 
of the State authority having supervision over State savings and loan associations 
shall be required, and such new branches of Federal savings and loan associations 
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shall be subject to the restrictions as to location imposed by the law of the State 
or the practice within the State with respect to branches of State savings and loan 
associations. The Home Loan Bank Board shall, before approving or disap- 
proving an application of a Federal savings and loan association to establish and 
operate a branch, give consideration to the same factors as are set forth in sub- 
section (e) of this seetion with respect to the granting of charters of Federal savings 
and loan associations. No branch of a Federal savings and loan association shall 
be established outside of the State in which the home office of such association is 
situated, 

‘*“(4) No branch of any Federal savings and loan association shall be established 
or moved from one location to another without first obtaining the consent and 
approval of the Home Loan Bank Board. 

(5) The term ‘branch’ as used in this subsection shall be held to include any 
branch savings and loan association, branch office, branch agency, additional 
office, or any branch place of business located in any State or Territory of the 
United States or in the District of Columbia at which shares are issued, sold, with- 
drawn, repaid, or repurchased, or money is lent, or dues or dividends are paid or 
credited, or any other savings and loan business is carried on. 

“(6) The words ‘State savings and loan association’ or ‘State savings and loan 
associations,’ as used in this subsection, shall be held to include savings and loan 
associations, building and loan associations, cooperative banks, and homestead 
associations organized and operated according to the laws of the State, district or 
Territory in which they are chartered or organized.” 


[S. 2564, 82d Cong., 2d sess.} 


A BILL To amend the Home Owners’ Loan Act of 1933, as amended 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That subsection (e) of section 5 of the Home 
Owners’ Loan Act of 1933, as amended, is hereby amended by inserting ‘(1)”’ 
after ‘‘(e)’’ and by adding the following paragraph at the end thereof 

(2) An association may retain or establish and operate a branch or branches 
under the following conditions 

A) An association may retain and operate such branch or branches as it may 
have in operation on the effective date of this paragraph, the establishment and 
operation of which had been approved by the Home Loan Bank Board. 

B) If, after the effective date of this paragraph, a State savings and loan 
association is converted into or consolidated with a Federal savings and loan 
association, or if two or more Federal savings and loan associations are consoli- 
dated, such converted or consolidated association may, with respect to any of the 
associations, retain and operate any of their branches which are in lawful operation 
on the date of such conversion or consolidation. 

“(C) An association may, with the approval of the Home Loan Bank Board, 
establish and operate new branches within the State in which the home office of 
such association is situated, if such establishment and operation are at the time 
expressly authorized to State savings and loan associations or mutual savings 
banks by the law of the State in question, or, in the absence of any such law, if 
such establishment and operation are at the time in conformity with the practice 
within the State with respect to branches of State savings and loan associations 
or mutual savings banks, except that no approval of the State authority having 
supervision over State savings and loan associations or mutual savings banks shall 
be required, and such new branches shall be subject to the same restrictions as 
to number and location imposed by the law of the State or the practice within the 
State with respect to branches of State savings and loan associations or mutual 
savings banks. No branch of any Federal savings and loan association shall be 
established outside the State in which its home office is located. The Home Loan 
Bank Board shall, before approving or disapproving an application of a Federal 
savings and loan association to establish and operate a branch, give consideration 
to the same requirements as are set forth in this subsection with respect to the 
granting of charters of Federal savings and loan associations. 

“(D) No branch of any Federal savings and loan association shall be established 
or moved from one location to another without the prior consent and approval of 
the Home Loan Bank Board. 

“(E) The term ‘branch’ as used in this subsection shall be held to include any 
branch savings and loan association, branch office, branch ageney, additional office, 
or any branch place of business located in any State or Territory of the United 
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States or in the District of Columbia at which shares are issued, sold, withdrawn, 
repaid or repurchased, or money is lent, or dues or dividends are paid or credited, 
or any other savings and loan business is carried on. 

“(F) The words ‘State savings and loan association’ or ‘State savings and loan 
associations’, as used in this subsection, shall be held to include savings and loan _ 
associations, building and loan associations, cooperative banks, and homestead 
associations organized and operated according to the laws of the State, District, 
or Territory in which they are chartered or organized.” 

Senator Frear. Our first witness this morning is one known to most 
of us here, an outstanding man, Mr. William K. Divers, Chairman of 
the Home Loan Bank Board. 

Mr. Divers, do you have a prepared statement? 


STATEMENT OF WILLIAM K. DIVERS, CHAIRMAN, HOME LOAN 
BANK BOARD 


Mr. Divers. I have a prepared statement that I might file for the 
benefit of the staff and members of the committee who aren’t present, 
but I would like to express our views without reading the statement, 
ii I may, sir. 

Senator Frear. Fine. Your prepared statement will be included 
in the record at the end of your oral presentation. 

Mr. Divers. First of all, | would like to say that when your com- 
mittee set hearings for the two bills that you have under consideration 
and your staff got in touch with me and asked if I would make a 
statement on them, I suggested that I speak first because I thought it 
might be best to explain what our present policy is and use that as a 
point of departure in considering any legislation before the committee. 

I would like to say, first of all, that our policy is based almost 
entirely on need and what we consider to be the public interest and the 
public convenience. The criteria that we apply in determining 
whether a branch should be granted is, first of all, whether a necessity 
exists for additional thrift and home financing facilities; secondly, 
whether there is a reasonable probability of usefulness and success for 
the proposed branch; third, whether the creation of the proposed 
branch will cause any undue injury to properly conducted thrift and 
home financing institutions and, of course, we also determine that the 
board of directors of the institution is conducting the main office or 
home office properly before we consider giving a branch. 

If a branch applic ation is filed with us and the application on its 
face seems to constitute a prima facie compliance with our require- 
ments, then we make provision for a hearing. We require that the 
applicant publish a notice of hearing in the community in which it is 
proposed to locate the branch. We give notice to the State super- 
visor of the hearing and anyone who wishes to, may appear at that 
hearing and give their testimony either for or against the applica- 
tion and may file briefs on any legal or factual questions that are 
brought out at the hearing. 

It may be of interest to this committee to know that during 1948, 
1949, and 1950, most of the objections which were raised, some of 
them by people who are favoring this legislation, most of these objec- 
tions were based on the law. They calim we do not have the author- 
ity under the Home Owners Loan Act to grant branches, but sub- 
sequently the Federal courts have decided that we do have the 
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authority to grant branches, and that is the position in which we find 
ourselves in considering this proposed legislation. 

S. 1517, in effect, would prohibit the Home Loan Bank Board from 
granting branches in 30 States, and S. 2564 would prohibit us from 
‘ granting branches in 25 States. They would prohibit the granting 
of branches irrespective of the need and without reference to the 
policy of the State legislature or the people of that State with reference 
to other types of financial institutions. 

Senator Frear. Had you rather complete your statement or would 
you like questions as vou go along? 

Mr. Divers. I would be delighted to have you interrupt any time 
you want to. 

Senator Frear. You say that the Home Loan Bank Board is 
prohibited under these two bills, if they are enacted, having branches 
in 30 States under one bill and 25 under another. How do you mean 
that you are prohibited? 

Mr. Divers. I mean under the terms of these bills we would not 
be able to charter branches in 30 States, as we read them, because 
there are no specific authorizations for branches, for State chartered 
savings and loan associations in those States, even though in the same 
30 States the legislature has authorized branches for other types of 
financial institutions like commercial banks. 

Senator Frear. Well, you are prohibited by the enactment of this 
because of a State statute? 

Mr. Divers. That is correct, sir. 

Senator Frear. That doesn’t mean that you are prohibited from 
having branches in those 25 or 30 States should the legislatures of 
those States desire to have Federal savings and loan branches? 

Mr. Drivers. That is right, sir. I believe my language was that 
in effect S. 2517 would prohibit us from chartering branches in 30 
States. 

Senator Frear. Without a change in the State statute in the 
respective States? 

Mr. Divers. That is right, sir. 

Senator Frrar. May I ask you another question? 

Mr. Drivers. Yes, sir. 

Senator Frear. Under S. 2564, on line 17, page 2 of S. 2564, it says: 
in the absence of anv such law, if such establishment and operation are at the 
time in conformity with the practice within the State with respect to branches 
of State savings and loan associations or- 


in this case— 
mutual savings banks. 

Mr. Divers. That is correct, sir. 

Senator Frear. Does that give you any broader authority, do you 
think? , 

Mr. Divers. Very little. I think it would give us a rather difficult 
administrative task in determining what the policy y is in these States, 
and I assume we would to a large extent have to be guided as to what 
the State officials said the policy was. We have adopted the policy 
that in those States that are opposed to branches as a matter of prin- 
ciple and refuse to have branches of any kind of financial institutions 
in their State, we will recognize that policy and will not charter any 
branches in such States. There are very few of those States, however, 
I would like to point out, but if it is a matter of principle with the 
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people of the State so far as all branches of all financial institutions 
are concerned, we will recognize it; otherwise we feel 

Senator Frear. You feel as though you are restricted by not being 
permitted branches in States where any branch financial institutions 
are allowed, but yet I believe you say that you.are a savings and loan 
institution. Don’t you think you are c omparable to building and loan 
associations and State savings and loan associations? 

Mr. Divers. Yes, sir, we certainly do. 

Senator Frear. Don’t you think that any law that allows branches 
or prohibits branches as far as those institutions are concerned, would 
be applicable to you and would be a fair one? 

Mr. Divers. To answer your two questions, in the first place, | 
would say that it would be applicable, and in the second place I doubt 
whether it would be a fair one in all cases. What we are looking for 
presumably is what is best from the standpoint of the convenience of 
the public. 

Senator Frear. The need. 

Mr. Divers. The need. Of course, there are wide variations in the 
provisions in the State law. I mean, if there was anything approach- 
ing a uniform policy among the States, it would be lots easier to sub- 
scribe to it, but in the case of the States, there are wide varieties. For 
example, there are State-chartered associations in Utah which have 
branches in Hawaii, and under this law, presumably Congress would 
be saying to us it is all right to give branches to State chartered Fed- 
erals in Utah, if thev apply for them in Hawaii or any place else, I 
suppose. 

Senator Frear. Isn’t that an unusual example? 

Mr. Divers. It is an unusual example. 

Senator Frear. It shows a possibility of it, however. 

Mr. Divers. There is an association in Maryland that is operating 
a branch in the District here. In Michigan the State-chartered build- 
ing and loan associations need not even get permission to operate a 
branch. They go out and establish the branch and then they have 
to notify the Secretary of State, I believe it is, but no permission is 
required. As a matter of fact, it is my recollection that they need 
not require or obtain permission in Maryland. 

Senator Frear. Of course, you operate in Michigan the same as 
the State building and loan associations do, as is permitted by the 
State supervisory authority. 

Mr. Divers. With this very great difference, sir. Even though the 
State does not require any notice or any hearing, we require the same 
notice and hold the same hearing and give all of the parties the same 
opportunity to object or to introduce any testimony that we do in any 
other State. As a matter of fact, the complaints in Michigan come 
to us from the Federal savings and loan associations that say if they 
want to locate a branch, they apply to us. We set a hearing, and 
while the hearing is being held, the State chartered association goes 
out and gets a good location in that area. 

Senator Frear. Don’t you think you are supplying the need of 
that community indirectly? If there is a need there and it is justified ; 
then you have given to that community what it needs? 

Mr. Drivers. It is perfectly all right with us; that is right, sir. I 
mean, if that need is filled by a State chartered institution, it is per- 
fectly agreeable to us. 


95965—52-——-2 
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Senator Frear. You have no objections to that? 

Mr. Divers. No. As a matter of fact, you see, in the Federal 
Home Loan Bank system, there are 1,500 Federal savings and loan 
associations and there are 2,500 Seika ea associations, many 
more than there are Federals. In the Federal Savings and Loan 
Insurance Corporation, there are about 1,500 Federal savings and loan 
associations and about 1,500 State-chartered associations, and the 
number of State chartered associations in the insurance corporation 
is increasing and will soon overtake and pass the Federals. 

I also wanted to point out that the Home Owners Loan Act, under 
which the Federal savings and loan associations are chartered, regu- 
lated and supervised, was originally passed in order to provide local, 
mutual thrift institutions in which people may invest their funds in 
order to provide for the financing of homes. Congress passed that, 
according to the legislative history, because there were thousands of 
municipalities that had not as vet been provided with such facilities. 
We believe that some of these communities will remain unserved 1 
branches are not permitted. There has been a change in our com- 
munities which in many cases, [ believe, creates a need which can best 
be met by branches. In many metropolitan areas people are doing 
their shopping at shopping centers. They find it much more difficult 
to go downtown. The parking problem is becoming more severe all 
the time, and as a result, department stores and other institutions are 
moving out into shopping centers. People are doing more and more 
of their business and shopping transactions out at those centers. 

Branches may be a way of bringing convenience, convenient facili- 
ties to the people, and it is our impression that pe ople will save more 
money if facilities are convenient than they will if they have to go out 
and find those facilities. Of course, I need not point out how inter- 
ested this committee is in seeing that the people keep up the tremen- 
dous rate of savings which has been evident in the past couple of years. 
There are needs in defense areas which can best be met by branches 
and in some new towns that are created in connection with the con- 
struction of dams or new communities of that type. 

About 2 weeks ago your committee held a forum here which was 
very helpful, ine ident: lly. At that time, I ata out that there is a 
substantial demand for loans but that we hope to have over $5 billion 
available for lending this year and we want, if anything, to increase the 
amount of money that is available for lending, the amount of private 
funds that are available for the construction of housing, and we believe 
that branches in many cases are a matter of convenience for the 
savers, and people don’t think enough about savers. This is no 
demand from the people that branches be restricted. If I recall 
correctly, it was Carter Glass who said that he had never heard a 
complaint by a depositor or a borrower over the provision of branch 
facilities. 

Under the policy that our Board has had up to the present time, 
last year in 1951, we chs arte ‘red 27 branches and we refused to charter 9. 
We turned down exac ‘tly 25 percent Ly the requests that were made to 
us. As of the beginning ai this year, there were 1,549 Federal savings 
and loan associations, 96 of whom had branches, and of those 96 that 
had branches, they operated 127 branches altogether. Thirty-two 
of those branches were in existence as a result of conversions or mergers 
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and 95 of them are new locations that had been granted by our Board 
over a period of roughly 20 years. 

1 know that this committee would be concerned if our policy 
permitted anything approaching monopoly, but I want to assure you 
that there is no danger of monopoly i in any respects under our policies. 
At the present time ‘there is no sav ings and loan association that has 1 
percent even of the assets of all of the savings and loan associations. 
It is small business. It is not big business except in the aggregate, 
and our Board believes in competition. We believe that the public 
is benefitted by competition and that if an institution, financial 
institution in a community is not serving the public well, that it is 
best to give them competition by putting another association or a 
branch in there. And for all of these reasons, members of the com- 
mittee, our Board believes that it would be best for the convenience 
of the public not to enact Senate 2517 nor Senate 2564. 

Senator Frear. Mr. Divers, for the sake of the record, are all 
Federal savings and loan banks or Federal savings and loan associa- 
tions—vou have almost got me calling them banks, too 

Mr. Divers. I don’t know that I do that. It is all the witnesses 
that come before this committee that do it, su 

Senator Frear. | will have to apologize for that. Are all your 
associations insured by the Federal Savings and Loan Insurance 
Corporation? Is there any requirement? 

Mr. Divers. It is a requirement for all Federal savings and loan 
associations but not for State-chartered associations. There are 
approximately 4,500 State-chartered savings and loan associations, of 
which 1,500 are insured and about 2,500 are members of the Federal 
Home Loan Bank system. 

Senator Frear. In other words, it is voluntary with the State but 
mandatory with the Federal? 

Mr. Divers. That is right, sir, and I might pomt out in that con- 
nection that where we insure a State-chartered association, we leave 
the branches entirely up to the State and up to the State supervisor. 
We do not require that they come in and get our permission before 
they open up a branch. We continue the insurance regardless. 

Senator Frear. | read from a letter received from Mr. Foley, to 
the chairman of the full committee, this statement: 

The Home Loan Bank Board recognizes and endorses the dual Federal and 
State savings and loan system of savings and loan associations and has adopted a 
policy whereby it will not approve an application for a branch office in any State 
where that State, either by its constitution or State statute, prohibits branches 
to or chain banking for all types of financial institutions accepting savings from 
the public. 

Mr. Divers. That is correct, sir. 

Senator Frear. Is that the policy of the Board? 

Mr. Divers. Yes, sir. | commented on that before and pointed 
out that where it is a matter of principle with the people in the State, 
that they don’t want branches of any type of financial institutions, 
we are glad to recognize that. 

Senator Frear. As you said, since the Board has adopted and will 
follow this policy, it does not believe that this legislation is necessary. 
As I understand it, the legislation would not be a handicap to you, 
if that is your policy. 
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Mr. Divers. No. There is a wide difference between the two 
policies. One of them is set forth in that letter and the other one is 
set forth in the proposed legislation. Under the terms of the letter, 
it. says that if the State forbids branches for all types of financial 
institutions accepting savings from the public, we would recognize it. 

Now there are 13 States, for example, where they specifically 
authorize branches for commercial banks and forbid branches to 
savings and Joan associations. I am not trying to take the position 
that all savings and loan associations are entitled to all of the privileges 
of commercial banks, but rather that there are a number, a substantial 
number of Federal savings and loan associations which are of a size 
which would permit them to operate branches reasonably well and as 
an accommodation to the public. Of course, all of these savings and 
loan associations aren’t interested in branches. 

Senator Frear. You admit there is a difference between the 
Federal savings and loan association and a commercial bank? 

Mr. Divers. Yes, sir. We only do a part of the functions of a 
commercial bank. 

Senator Frear. As a part of the functions or as part of the service 
rendered to a community, what, in your opinion, are the main 
differences? 

Mr. Drivers. The savings and loan association accepts savings and 
makes home loans, loans for the construction or the acquisition of 
homes. That is only a small part of the business of a commercial 
bank. In the first place, savings and loan associations can’t handle 
any checking accounts. No checks can be drawn on those accounts 
that are in there. All of the commercial deposit accounts of a com- 
mercial bank which represents most of their business is outside of the 
functions of a savings and loan association and, of course, all of their 
commercial loans, all of the hundreds of different types of businesses 
that’a commercial bank can assist in financing. 

Senator Frear. The two main functions are thrift and home 
financing for the Federal savings and loan association? 

Mr. Divers. That is correct, sir. 

Senator Frear. Whereas a commercial bank may render 50 other 
services to a community? 

Mr. Divers. That is right. 

Senator Frear. Do you think that additional services rendered to 
a community are any justification for these nine States that you have 
pointed out here permitting branch banking to commercial banks but 
not permitting branches to savings and loan institutions? 

Mr. Divers. As a general rule, perhaps it might be; in other words, 
if you took the average association and the average bank there might 
be some reason for distinguishing, but what we are talking about is 
perhaps the 10 percent or the 15 percent of Federal savings and loan 
associations that need branches in order to serve the public conven- 
iently, the larger ones. 

Senator Frear. You say that 10 or 15 percent of the Federal 
savings and loan associations need branches. Did [ understand you 
to say that just now? 

Mr. Divers. There are at the present time, as I recall, about 9 
percent of the Federal savings and loan associations that operate 
branches. 
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Senator Frear. But in the last 3 years, in 1949 you approv ed 23; 
in 1950 you approved 20, and in 1951 you approved 27 branches, which 
is a total of 70 branches in 3 years, with 1,549 assncintions. I don’t 
know whether that indicates that the emergency is very great as to 
the need for branches, if you only gave charters to that many branches, 

Mr. Divers. W ell, we don’t solicit applications for branches. 
These applications that have come in from associations that thought 
they needed a branch. 

Senator Frear. You don’t prohibit people from going into nt 
community and suggesting that a branch be established there, do you? 

Mr. Divers. Our staff doesn’t enter into it. We have not gener- 
ated branch requests. 

Senator Frear. You have a kindly feeling toward it, have you not? 

Mr. Divers. No, sir. I don’t think that we are any more inter- 
ested in it. As a matter of fact, I could cite several cases where 
branches were requested and we encouraged people to go in and 
organize new associations instead. Down in South Carolina, at this 
new atomic-energy installation, a new savings and loan association 
was organized under a Federal charter. It seemed to be most appro- 
priate because of its location and everything. 

Out in Topeka, Kans., on the other hand, there is an institution 
out there that put up a branch six blocks away from its main office 
in order to help solve the parking problem for its customers. I don’t 
know of any problem in Delaware and South Carolina about the policy 
of the Board on branches. I was hoping the other members of the 
subcommittee would be here, because I don’t know of any in Michigan 
or Lilinois or Alabama. 

Senator Frear. Can | gather from your statement that in many 
instances it is better to establish a branch of the Federal savings and 
loan association than it is to create a new association? 

Mr. Divers. I think so, sir. In some cases there - communities 
which may not be able to support a new association, but if a branch 
is put there, they can have the facilities in connection with savings 
and home financing and if, by any chance, it wasn’t supported, what 
they could do is to “fold up and move back into the home office in 2 or 
3 years after they have given it a good try-out. 

Senator Frear. I don’t see where you can anticipate 2 vears in 
advance what is going to happen in these communities. It may look 
as though there is gomg to be a very fast-growing community which 
will need the services, and if this development took place, it may be 
a wrong move, I don’t think there is anything unnatural about that 
or unsound judgment in many instances, but I do wonder, however, 
if that particular area or any other area would need the services of 
an institution of that type. Why there wouldn't be a_ sufficient 
amount of pride, civic pride, public-spirited citizens, to create a new 
institution rather than have to depend upon a branch of an institution. 

Mr. Divers. I think that one of the reasons, Senator, is that these 
are mutual institutions and there is no great return for the people 
who put up the original hundred thousand dollars it takes than for 
anybody else who comes in and puts in their money 3 years later 
after it is a successful institution. As matter of fact, we ask them to 
guarantee against any losses over the first 3 years. So it takes a very 
substantial amount of civic pride, which is present in a lot of com- 
munities but not necessarily in all of them. 
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Senator Frear. Is that true in a branch bank? If you want to 
open a brane h of an association, who does the guaranteeing in that 
instance? 

Mr. Divers. No guaranty is necessary because the reserves of the 
association are sufficient to cover any losses. 

Senator Frear. But you ask these new people in a new charter to 
assume liability for 3 years. Isn’t the same thing asked of the parent 
organization; to assume liabilities if it opens a branch? 

Mr. Divers. They necessarily do it because they would be responsi- 
ble for any obligations that would be incurred there at that branch. 

Senator Frear. So that really, in effect, what you have is the old 
institution taking the risk rather than a group of new individuals. 

Mr. Divers. Yes, sir; that is another way of putting it. You see, 
these aren’t stock companies. If they were stock companies, we might 
wind up with some of the holding companies that they have in some 
parts of the country. Out in Minnesota, for example, or in chain 
banking, like they have down in Florida, but these are mutual com- 
panies and they operate in their own area, and that is one reason I 
say there is no danger of any expansion to the extent of any monopoly 
even in a State. 

Senator Frear. Senator Schoeppel? 

Senator ScHorrpPeL. For the benefit of the record, can you give us 
a short résumé of how you go about organizing, or setting up, one of 
these institutions? I think it would be beneficial for the record. 

Mr. Divers. A new one? 

Senator ScHOEPPEL. Yes, sir. 

Mr. Divers. In other words, a county seat out in Kansas, where 
they don’t have any association, they want to organize one. They 
would go to the Federal Home Loan Bank at Topeka and get the 
application forms and the information as to the requirements. 

Senator ScHoEPPE L. Who would go there? 

Mr. Divers. The people ia the community 

Senator ScHorPPEL. There would have to be a certain group make 
application? 

Mr. Divers. That is right, 8 or 10 people ia the community. As 
a matter of fact, most of the applications that come in from an area 
like that, come in either under the spoasorship of the chamber o/ 
commerce or of the local commercial bank. We have had a lot of 
associations that have been sponsored by commercial banks ia these 
county seats where they feel there is a aoeed for them ta the com- 
munity. They go aad they get the information, the application 
forms. see the information as to the requirements and there are a lot 
of requirements, I am sorry to say. Generally speaking, they have 
to show that there is a aeed for thrift aad home-fiaaacing services in 
the community. They have to show that there will be no undue injury 
to any existing thrift and home-financiag 1 stitution. They have to 
show that the people are persons oi a —e character. We, of course 
get complete credit re ports on all of thre ‘I i ies meet our require- 
ments, | mean, if they appear to nest our requiremoeuts, thea we 
hold a hearing and they have to publish notice ' 1 the paper out there 
in their community that they are applying ior a charter and that a 
hearing will be held oa such and such a tat and that if anybody 
wants to object to it, why, they may present thetr objections eithe 
ia Writing or in person when the hearing is held. 
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If there are no objections or if the hearing is held and we still think 
it is desirable for them to go ahead, thea we give them permission to 
organize aad they go out and solicit funds ia the community, aad we 
usually require, | would say, in a county seat of 20,000 people in the 
State of Kansas, we probably would require them to get subscriptions 
for $100,000 from at least 100 people in the community before we 
would give them a charter and permit them to operate. In addition 
to that, we would ask for a guarantee by the initiators or the original 
applicants of maybe $10,000 to cover any operating losses over the 
first few years. As a matter of fact, when they start out, most of 
these institutions when they start out in their first year or two, they 
can’t pay salaries except with the possible exception of maybe one 
girl ia the office. A good part of the services that are rendered are 
volunteered by businessmen of the community who are anxious to 
see this institution grow in the community. 

Does that answer your question generally? 

Senator ScHOEPPEL. Yes, it does, Mr. Divers. Let me ask you 
this: Can you give us some indication about what capital outlay or 
what the combined assets would have to be before one of these asso- 

lations can start makiag a profit or paying something back? Do you 
have any judgment factor in that? 

Mr. Divers. Of course, it depends entirely upon their expenses, 
but I would say that after they get up to $250,000 or $300,000 in 
assets that they begin to be on a self-sufficient basis. 

Senator ScHoOEPPEL. Have you had in your record any appreciable 
amount of losses or failures? 

Mr. Divers. No, sir. 1 think the insurance corporation has only 
had to come to the rescue of one institution in the last 7 years, and that 
was a State-chartered institution. That was not a Federal savings and 
loans association. I don’t know how long it has been since we had any 
losses in connection with a Federal savings and loan association, but 
| know it is over 7 years. 

Senator ScHoEPPEL. Have you had any experiences of any losses in 
some of the branches or the extension of these associations in different 
localities in the same area? 

Mr. Divers. No,sir. Our experience with branches has been where 
they have gone in and been successful, and I don’t know of any single 
branch that has been given up by one of these institutions once they 
began to operate it. Of course, the conditions are different now than 
they were before the war. I mean, America is very dynamic and the 
cities are growing and the shopping centers are something that is rela- 
tively new, but as I pointed out before, out of the 1,549 associations, 
we only chartered 27 branches last year and we turned down 9, or 
25 percent of the applications that came in. 

Senator SCHOEPPEL. | was interested in what you had to say awhile 
ago about these ‘expanding cities, those areas where we have defense 
projects going in or the expansion of facilities that have been there 
quite a while, housing and every other phase of it, making it necessary 
for merchandising people of all types, as well as commercial institu- 
tions, to get out of the congested downtown areas, where the parking 
problem is nothing short of a mess; where there is a need for going out 
of these areas and establishing branches. Some of the States have 
been cognizant of that and have made provision for it, and | was very 
much interested in what you had to say awhile ago. You are appar- 
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ently noting that and the need for some of those branches to be 
established for the convenience of the public. 

Mr. Drivers. It is a trend, sir. 

Senator ScHorpre. | am sorry I wasn’t here at the beginning of 
your testimony, but I did want to clear up the record. 

Mr. Divers. Most of what I said, I think, you will find in that 
statement which I gave you a copy of. If you are interested, you can 
run through that. 

Senator Frear. There is just one last question I have. Do you 
think that Federal savings and loan associations should be permitted 
branches in different States than the home office? 

Mr. Drvers. | doubt it. I say that for this reason: Although 
there are States that have permitted it, we have only granted one 
branch across the State line. That was at Henderson, Ky., which 
is across the river from Evansville, Ind., and there was one association 
there. It made no GI loans. It made no FHA loans. It had been 
chartered in 1924 and only had assets of $124,000, and the people 
seemed to be afraid to take savings when they were offered to them. 
We chartered a branch of the Evansville institution over there and 
they took in $1 million in savings in the first. 18 months that they were 
over there, and as a result of the competition provided by the Federal 
savings and loan association, we now have a new manager and have 
an application for insurance of accounts in from the institution that 
was over there in Henderson and had been relatively dormant since 
1924. So that I think there is not much question but what that 
was of benefit to the public over there both on the savings side and 
on the lending side. 

On the other hand, it is hard to get to enough Members of the 
Senate and the House of Representatives to explain all of the cir- 
cumstances to them. I would say that it is our policy now not to 
charter any branches across State lines. 

Senator Frear. What you say is that the success or nonsuccess 
of some institutions is not primarily due to the services it offers but 
sometimes the personnel has a bearing on it? 

Mr. Divers. Both of them; yes, sir. 

Senator Frear. Well, Mr. Divers, on behalf of the subcommittee, 
I want to thank you for coming down here and giving us this testi- 
mony. I think, by the questions that have been asked you, you can 
be sure there is an interest in the subject and you have enlightened 
us on the question. 

Mr. Divers. It is always a pleasure to come before you and your 
committee, sir; thank you. 

Senator Frear. Thank you. 

(Mr. Divers’ prepared statement is as follows:) 


STATEMENT OF WituiAmM K. Divers, CHatrRMAN, Home Loan Bank Boarp 


When the staff of your committee asked me to appear and give vou the views 
of the Home Loan Bank Board with reference to 8S. 2517 and 8S. 2564, I suggested 
that the Board be heard first. Before considering legislation which would in 
effect change the present policies of the Board, I thought it would be helpful to 
explain what those policies are. 

At the present time the policy of the Board with reference to branches, just as 
it is with reference to the granting of new charters, is based primarily on the 
need of the publie for additional facilities. The Board, based on its observation 
and experience, is of the firm opinion that the justification for the establishment 
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in a community of an office of a financial institution accepting savings from the 
publie and financing home ownership is need and public interest. 

In considering applications for branches, the Board first determines whether the 
application makes out a prima facie case for compliance with the following require- 
ments, as expressed in section 5 (e) of the Home Owners’ Loan Act: 

“‘No charter shall be granted * * * unless in the judgment of the Board 
a necessity exists for such an institution in the community to be served, nor 
unless there is a reasonable probability of its usefulness and suecess, nor unless 
the same can be established without undue injury to properly conducted existing 
local thrift and home-financing institutions.” 

If the application apparently meets such tests, a date is set for a hearing on 
the application. Notice of the hearing is published in a newspaper of general 
circulation in the area in which.it is proposed to locate the branch. In addition, 
notice is given to the State supervisor. If no objections are filed within 10 days 
before the date of the hearing, the Board may dispense with the hearing. If 
objections are filed, or notice of intention to appear is given, then the hearing is 
held before a hearing officer in the Board room in Washington. 

At the hearing protestants are given every opportunity to express their objec- 
tions and their reasons therefor. When the transcript of the hearing is com- 
pleted, it. is made available TO any intereste d party, and all persons who appeared 
at the hearing are given an opportunity to submit briefs supporting their posi- 
tions. Asa result, we feel we have complied fully with the spirit of the Adminis- 
trative Procedures Act by giving notice and ample opportunity to be heard. 

It may be of interest to this committee that during 1948, 1949, and 1950 most 
of the objections were based upon the legal position that our Board did not have 
the authority to grant branches. The question as to whether a Federal savings 
and loan association May have a branch office was raised and passed upon by 
the United States Court of Appeals for the Third Circuit, in the case of the 
North Arlington National Pank v. Kearny Federal Savings and Loan Association 

187 F. 2d 564), decided February 28, 1951. The court stated: 
Congress put the duty upon the Board to decide what was the best practice 
and to give consideration to it. The Board did so by authorizing branches under 





conditions set out in its regulations. This, it seems to us, is a very strong argu- 
ment for concluding that the authority to establish branch offices is vested in the 


Board, and by the very terms of the congressional enactment.” 

The Supreme Court of the United States, by denying certiorari, refused to 
review the decision of the Court of Appeals. 

Now that the legal question appears to be settled, we are confronted with the 
question of legislation such as 8S. 2517 and 8. 2564. 

The general effect of the former of these two bills would be to limit the Board in 
the chartering of branches of Federal savings and loan associations to the same 
circumstanees under which State supervisors could grant branches to State- 
chartered savings and loan associations. S. 2564 would permit branches for 
Federal savings and loan associations if either State savings and loan associations 
or mutual savings banks can have branches. The effect of S. 2517 would be to 
prohibit Federal savings and loan associations from having branches in 30 States, 
irrespec.ive cf the need, notwithstanding that commercial banks may have 
branches in 13 of those 30 States, and from every indication braneh-bank opera- 





tions in sueh States have proven successful. Under 8. 2564, Federal savings and 
loan associations would be prohibited from operating branches in 25 States. 

It is the view of the Home Loan Bank Board that these bills are not desirable 
in the publie interest and we recommend against their enactment 

It is our position that if the States have specifically prohibited branches for all 
types of financial institutions (savings and loan associations, mutual savings 
hanks, and commercial banks) the Board will recognize that such States do not 
wish branches within their borders as a matter of principle, and will respect the 
wish. On the other hand, if the people of the State permit branches to financial 
institutions, we feel that we are in the best position to determine under what cir- 
cumstances Federal savings and loan associations should be granted branches in 
such States, just as the State legislatures or State supervisors determine the con- 
ditions under which State-chartered institutions may operate branches. In this 
connection I point out that the Home Loan Bank Board acts as the Board of 
Trustees of the Federal Savings and Loan Insurance Corporation which insures 
ihe savings accounts in almost 1,500 State-chartered savings and loan associations 
and we leave the matter of branch operations of such insured associations entirely 
up to the States. We do not require that our permission be obtained before a 
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State-chartered institution may operate a branch, even though such branch 
might be located next door to a Federal savings and loan association. 

Under the proposed legislation, Federal savings and loan assc-ciations would be 
subjected to limitations in State statutes, such as to one branch for each associa- 
tion, the population of the city in which the association is located, or to a branch 
in the same city. These limitations would appear to be directed solely at prohibit- 
ing the growth of such an association rather than to the need in the area and the 
public interest. 

Further, such limitations, in the opinion of the Board, would not be in keeping 
with section 5 of the Home Owners’ Loan Act which states the purpose of this 
section of the act to be to provide local mutual thrift institutions in which people 
may invest their funds in order to provide for the financing of homes. In the 
congressional debate on this section of the act, it was brought out that there were 
thousands of localities in the United States in which, under existing State law, 
savings and loan facilities were not available and the absence of such facilities 
was one of the compelling motives for the adoption of the Home Owners’ Loan 
Act. The chartering of some 1,500 Federal savings and loan associations and the 
chartering of new State savings and loan associations has, to a limited degree, 
corrected the situation that existed at that time, but it is not vet wholly corrected 
and there are still numerous conununities unserved by savings and loan facilities. 
Some of these communities will remain unserved if branches are not permitted, 
either because there will be no group of public-spirited citizens interested in the 
organization of a savings and loan association and, consequently, no application 
for a new association in the community, or because while there will be a need 
for savings and loan facilities the community will be unable to support the growth 
of a new association to where it will be of anv benefit to the community within a 
reasonable time 

In many States, branches have successfully furnished needed facilities to the 
public in areas where such facilities:could not have otherwise been furnished 
The need for branch operations has increased within the last few vears. With 
the rapid growth of shopping centers in perimeter areas and with the increasing 
congestion of traffic and parking conditions in downtown metropolitan areas 
manv businesses, including financial institutions, have found that branches in 
these shopping areas have served a great need and brought facilities convenientls 
to the public. In manv of these centers there is a need for savings and loa’ 
facilities. Actual experience aud numerous surveys have proven that a principal 
factor in encouracine thrift accounts is the convenience of the location of thrift 
offices New thrift facilities in a community obtain savines from peonle who havi 
never before carried a thirft account with any institution and often obtain sa 
from people 





who have pever bad anv plan of thrift or savines If this bill were 
passed, savings and loan facilities could not be initiated in many of these areas 
until such time as the communities rrow bie enough to support pew indenende 
savings and loan associations and not even then unless a publie-svirited grou of 


individuals takes steps to orranize a savings and loan association, 


This same thine is true with reference to defense aveas It takes a new Saviners 
and loan association severa! vears to grow to where it can do anv substan 
home financing and in these defense areas there is not time to wait for such 


growth. 


It is to be remembered that nearly all of the savings that vo into these jnstity- 
tions go into home financing. At this time when there annear to be some snots 


where funds for deferse housing and veterans’ loans are not readilv available. it 
does not seem that Conress would want to curtail this great source of home 
financing. It would appear that it should be encouraged rather than diseourared 
and curtailed. 

As I pointed out to this committee a few days ago. the savings and loan industry 
has grown to where it now has assets of over $19 billion. It is a big factor in pro 
viding much needed private home financing and is currently furnishing the finane 
ing for about one-third of all home mortgages in the United States. It is antiei- 
pated that it will finance home mortgages totaling about $5 billion this year. 

The Board feels that Congress, knowing these facts, wants the Board to estab 
lish facilities where they are needed and continue to obtain these funds to help 
meet the needs for home finaneing and to encourage thrift to help combat inflation 

Aside from the foregoing statements in support of our firm conviction that need 
an public interest should be the determining factors in establishing branch offices, 
IT would like to state the following coneerning branches of Federal savings and loan 
associations. 

It has been argued that, because the National Banking Act provides that 
national banks may have branches only in those States where State banks may 
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have branches, Federal savings and loan associations should be permitted to have 
branches only in those States where State-chartered savings and loan associations 
under State law may be permitted to have branches. In the case of the North 
Arlington National Bank v. Kearny Federal Savings and Loan Association, previ- 
ously referred to, holding that the Board had the authority te permit branch 
offices, Circuit Judge Goodrich pointed out that the situation is not analogous 
as the historical reasons back of the National Banking Act are entirely different 
from those back of the Home Owners’ Loan Act. Savings and loan associations 
do not do a general banking business and serve commerce and industry but are set 
up for the purpose of providing thrift and home financing, and their powers are 
generally speaking limited to these two functions. Their general lending area is 
limited to a radius of 50 miles of their home office. By the very nature of the 
limited operations which they are permitted to carry on, there is no danger of any 
single association becoming a giant monopoly or dominating any 1 
or areas. 

I would like, therefore, for the committee to determine what the reason is for 
these bills. It is not for protection against monopoly and in our view ean be only 
to restrict savings and loan operations and to hinder the encouragement of thrift 
and home financing. 

It is the observation of the Board that, generally speaking, those institutions 
that have objected to applications for branch offices have objected because they 
were concerned with the fact that the proposed branch would obtain some of the 
savings or some of the mortgages that they themselves would otherwise get. The 
same objections are made to no lesser degree by institutions in areas where it is 
proposed that a new savings and loan association be organized, and in many 
instances the same institutions that have objected to branches have objec ted to 
the organization of new savings and loan associations. So that objections in 
individual cases are not really objections to branches but are objections to the 
establishment of another savings and loan faciiity in the area where existing 
institutions are operating. Many times these objections are strenuous even 
though it is clear that there is a real need for new savings and loan facilities in the 
area. It has also been the observation of the Board, almost without exception, 
that where the Board has found that there was a need and has approved either 
the establishment of a new association or of a branch office, the existing institu- 
tions have continued to prosper and even in some instances have had better and 
healthier growth than before, while at the same time the new association or branch 
office has grown and prospered. 

The Board is just as concerned as is any State supervisor to see that no area is 
overpopulated with financial institutions. The Board in its supervision of the 
Federal Home Loan Bank System and the Federal Savings and Loan Insurance 
Corporation, which insures State-chartered as well as Federal savings and loan 
associations, is concerned with the well-being of all member institutions and 
insured institutions, and, in considering applications, considers possible undue 
injury to all State-chartered financial institutions to exactly the same extent that 
it does possible undue injury to all federally chartered thrift and home-financing 
institutions. 

The Board exercises its authority to grant branches cautiously and it feels that 
neither banks, savings banks, nor savings and loan associations have any real 
basis for concern over branch offices of Federal savings and loan associations. As 
of the first of this vear, of the 1,549 Federal savings and loan associations only 06 
had branches. These were operating 127 branches, less than 9% branches for every 
100 associations. Of the 127 branches, 19 were in existence before the associations 
operating such branches converted to a Federal savings and loan association, and 
13 represent offices acquired through merger. Thus, only 95 branches have been 
granted to Federal savings and loan associations. In 1949, the Board approved 
23 branch applications. In 1950, the Board approved 20 branch applications 
and 27 in 1951. In 1951, the Board disapproved 9 applications for branches. 
By contrast, on June 30, 1951, the 6,859 banks in the United States, which are 
members of the Federal Reserve System, were operating 3,703 branches and 
offices, or 54 branches and offices for every 100 banks in the System. 

In conclusion, I would like to state that the Board knows that Congress does 
not want to retard the progress of these institutions which are performing this 
important funetion in our national economy. The Board further believes that 
Congress desires, as it did when the act was passed, that savings and loan facilities 
be furnished where they are needed and that need and the public interest be the 
controlling criteria in the chartering of branches. 


community 
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Senator Frear. Next is Mr. Joseph Perry, representing the Ameri- 
can Bankers Association. 

Mr. Perry, I understand you have a prepared statement, and if you 
do not care to go through all of it, we will make it a part of the record 
and let vou high- light it or, if you desire to go through it, you may. 


STATEMENT OF JOSEPH EARL PERRY, PRESIDENT, SAVINGS AND 
MORTGAGE DIVISION, AMERICAN BANKERS ASSOCIATION 


Mr. Perry. Thank you, Senator. I think some portion of what 
1 would have said has been covered already, so that I will abbreviate it. 

My name is Joseph Earl Perry. 1 am president of the Newton Sav- 
ings Bank in the city of Newton, Mass. For 4 years I was commis- 
sioner of banks for Massachusetts and in that capacity was charged 
with the supervision of all the State-chartered building and loan associ- 
ations in the State. I also served 1 year as president of the National 
Association of Supervisors of State Banks. 1 appear before you now 
in my capacity as president of the savings and mortgage division of 
the American Bankers Association, which association includes in its 
membership over 98 percent of the 15,000 banks of deposit in the 
United States. 

The American Bankers Association wishes to be recorded in favor 
of S. 2517, which relates to the establishment and maintenance of 
branches by Federal savings and loan associations, a matter which 
heretofore has been omitted from all statutes relating to Federal sav- 
ings and loan associations. There is before the committee another 
bill, S. 2564, which is essentially identical in purpose and effect. There 
are some differences between the two bills and the American Bankers 
Association thinks 8S. 2517 would be sounder legislation. 

The proposed legislation would fill a gap in the existing statutes by 
defining the conditions under which Federal savings and loan associa- 
tion branches may be established and maintained, just as the origina! 
legislation defined the conditions under which the associations them- 
selves could be established and maintained. 

This legislation takes an approach which is based on the experience 
of nearly a century of administration of national banks and the much 
longer experience of balancing States’ rights and Federal prerogatives. 

The first record of anything resembling a commercial bank in the 
United States appears to have been The Fund of Boston, which began 
business in 1681, and the first building and loan association was the 
Oxford Provident Building Association which was organized in 1831 
in Frankford, which was part of what is now Philadelphia. In the 
intervening vears both these types of financial institutions have spread 
into every State in the Union and each individual State, out of its 
long experience, has determined what it thinks is the practice with 
respect to the establishment of branches which will best serve and safe- 
guard its own people. 

National banks came into existence in 1863 and they, too, have 
spread into all the States, but, within each State, after long experience, 
Congress prescribed as their policy for the establishment of their 
branches whatever State policy governed the creation of branches of 
their local counterparts, namely, the State-chartered commercial banks. 

When the Federal savings and loan association system was created, 
in 1933, the statute made no provision for the creation of branches 
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but for several years those in authority, in establishing Federal! savings 
and loan association branches, followed the long-standing policy of 
the national banks and adopted whatever local State law or practice 
applied to the creation of branches for their State-chartered counter- 
parts, which in these instances were the State-chartered building and 
loan associations. 

Of late, however, the Home Loan Bank Board in authorizing Fed- 
eral savings and loan association branches has disregarded, and in 
some cases has openly defied, State practices and State statutes, 
holding them to be ee able to themselves. 

Senator MayBank. Are you going to cite some of these here? 

Mr. Perry. Yes. I have one case I am going to give you now. 

Thus the attorney general of Massachusetts, in a case now pending 
in the supreme court of that State—Suffolk: Equity No. 68364 
alleges that the defendants—two Federal savings and loan associa- 
tions: 

Senator Frear. What kind of associations? 

Mr. Perry. Federal savings and loan associations, and most of 
this is now quoted in this statement 


are severally violating the statutes of the Commonwealth 
in that— 


notwithstanding the provisions of General Laws, chapter 167, section 37A, and 
in contravention thereof, on or about September 29, 1950, the Worcester defend- 
ant, without lawful authority, established a branch office of its institution in 
said Springfield, and on or about September 29, 1950, the Pittsfield defendant, 
without lawful authority, likewise established a branch office of its institution in 
said Springfield. 

The Attorney General further alleges that 


the public interest is deeply affected by the facts that the defendants have vio- 
lated and are continuing to violate the laws of the Commonwealth by the illegal 
establishment and maintenance of their respective banking branches in the city 
of Springfield; that such illegal conduct and continued illegal conduct on their 
part raises a question involving the public interest and injury to the Common- 
wealth of such a nature as to call for intervention by the attorney general to the 
end that the complained-of violations of the banking laws of the Commonwealth 
by the defendants shall cease through appropriate action by this court. 

The establishment of those branches was authorized by the Home 
Loan Bank Board in spite of the strenuous opposition ot the commis- 
sioner of banks for Massachusetts and the explicit prohibition of a 
State statute. It was no act of inadvertance but a clear, unmis- 
takable assertion of Federal disregard for State law. 

It is believed that the State supervisors of banking in every single 
State, and the overwhelming majority of the soundest bankers in the 
country, regard this attitude as far more dangerous than the mere 
establishment of branches. Indeed, many think it today constitutes 
the gravest single threat to our present dual system of banking if « 
board in W ashington, from whom lies no appeal and who set their own 
standards for deci ision, can create an interstate system, or even an 
intrastate system in complete disregard of State interests or State 
rights. 

It is unnecessary and it seems unwise to permit the basic safety of 
our Nation-wide banking system to be jeopardized by the unrestrained 
judgment of a small board in W ashington, however patriotic they may 
be, or by the whim of future boards ‘whose very identity cannot now 
be foreseen. 
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We believe Senate bill 2517 is a fair and simple bill to clarify the 
situation by adopting the policy so long and so successfully followed 
in the case of national banks, namely, to restrict the establishment of 
branches of Federal savings and loan associations so as to prevent 
Nation-wide or interstate branch activities and to require the estab- 
lishment of branches in each State to be subject to the same limita- 
tions as apply to the branches of their counterparts, the State- 
chartered building and loan associations. 

The companion bill S. 2564 differs from S. 2517 in three respects. 
First, it has some differences in language which do not affect the 
objectives. Second, it would permit the continuance of existing 
branches, even though unlawfully established. Third, it would permit 
Federal savings and loan associations—this now is the bill which we 
do not favor—to select the more favorable provisions applicable to 
either State-chartered savings and loan associations or mutual savings 
banks, thus giving them different and broader powers than are pos- 
sessed by either alone. 

Moreover, mutual savings banks, being banks of deposit, are 
substantially different in character from savings and loan associations 
and different considerations of policy may well have been followed by 
the States in providing greater or less restrictions on the establishment 
of branches of one or the other class of institutions. We believe, as is 
provided in S. 2517, that it is in the public interest to give federally 
chartered savings and loan associations the same branch powers, and 
no more, as are possessed by their exact counterparts, the State- 
chartered savings and loan associations. 

That is the end of the prepared statement, and may I add that 
having listened to the Chairman of the Board, it would seem to me 
that this bill would not abridge any substantial rights which they 
might think they ought to have. In the first place, the number of 
branches which they have established has been very small, and, in 
the second place, they still are free to charter new institutions wherever 
a need appears, and if the Chairman is right, that they can break 
even on 250 or 300 thousand dollars of share accounts, then certainly 
they ought to exert their right to charter new institutions rather than 
establish branches until the place gets up to the point where they 
think that they could at least get a quarter of a million dollars of 
share accounts. Obviously, they have struck no new administrative 
difficulties so far in determining what the State policies are. 

So in conclusion, it seems to the American Bankers Association that 
the proposed legislation would clarify a situation which needs clarify- 
ing; would give the public, which in the end is entitled to the only 
consideration, would give them every service that they need and 
would prevent the beginning of what could become a very serious 
threat to established banks. 

Thank vou. 

Senator Frear. Do I understand you are in favor of Senate 2517 
but not in favor of Senate 2564? 

Mr. Perry. We think Senate 2517 is preferable. Senate 2564 
accomplishes substantially the same thing, but we think in balance 
that Senate 2517 is a little better. 

Senator Frear. Senate 2564 is a little too broad? 

Mr. Perry. Too broad in regard to some respects. 
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Senator Frear. Now, as a matter of record, are you inherently 
either personally or in your position with the ABA opposed to the 
activities of the Federal savings and loan associations, or what was 
the intent when these institutions were established by law, that is, 
that they can be and are created for thrift and the financing of homes? 

Mr. Perry. I think the answer to both of your questions is identical. 
Both, personally and as representing the American Bankers Associa- 
tion, there is no hostility. We strongly advocate thrift. We are 
spending more money in the advertising of banks for the promotion 
of thrift than for any other one thing. A questionnaire just com- 
pleted indicates that. We think that “thrift should be promoted; si 
far as | can detect, there is no hostility to the basic principle of the 
Federal savings and loan associations. So far as I am _ personally 
concerned, my start was with a State-chartered building and loan 
association. It still is in a sense my first love. It fills a gap, a 
particular niche which ought to be filled. I think our feeling in the 
ABA, so far as I can detect it, is that it is an excellent thing if it is 
properly safeguarded. 

We think this is a step toward a proper safeguarding of it. 

Senator Frear. In the past, their services have rendered a valuable 
asset to the communities in which they have been located? 

Mr. Perry. So far as I know, there have been no cases where they 
have not rendered a good service. There is a basic difficulty which is 
hard to get realized by the public and that is the basic difference in the 
two types of institutions. For instance, the members of the American 
Bankers Association are banks of deposit. The depositor is a creditor 
of the institution. He has no interest in the vicissitudes of the institu- 
tion, whether it is profitable or unprofitable, particularly now that his 
accounts are insured. He knows that he can get his money out. In 
the building-and-loan-association type, however, a person becomes 
more in the position of a holder of stock in an ordinary corporation. 
He is a proprietor. He has a proprietor’s interest in it, so that he is 
very directly interested in the vicissitudes, the up and down end of it. 
People don’t generally realize that in putting money into a building 
and loan association they, in a sense, become a part owner, a pro- 
prietor, a stockholder like a stockholder in a corporation. Now, that 
distinction has been considerably lessened by the fact that they have 
insurance and that there are more provisions now available so that a 
person probably can get his money out without too much difficulty. 
Certainly in good times always he can get it out on demand. In 
hard times he might well find that he then was a proprietor and couldn't 
get his money out as rapidly as he might have expected that he could. 

Senator Frear. Are there any questions? 

Senator ScHorepPE.. As representing the American Bankers Associa- 
tion, vou keep a very close working relationship, obviously, with all 
your State banking organizations as such; do you not? 

Mr. Perry. That is one of the major objectives, I think, of the 
American Bankers Association, working through the local associa- 
tions; ves. 

Senator ScnHorppe.L. Has it been your experience that there has 
been a general feeling that the State banking groups generally concur 
in your views? 

Mr. Perry. That is my impression, sir. I can’t give you statisti- 
cally any figures. We could find out as to how many have or have not 
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expressed their views. My impression is very strongly, however, 
that when the American Bankers Association speaks in this matter it 
also conveys the views of most of the State associations, perhaps all of 
them. I think you may have other testimony on that from some of 
the other witnesses. 

Thank you. 

Senator Frear. Thank vou, Mr. Perry. 

Next is Barney J. Ghiglieri, president of the Citizens National 
Bank, Toluca, Ill., also a representative of the American Bankers 
Association; is that right, Mr. Ghiglieri? 


STATEMENT OF BARNEY J. GHIGLIERI, TOLUCA, ILL., REGIONAL 
VICE PRESIDENT, AMERICAN BANKERS ASSOCIATION 


Mr. Guicurert. That is right, Mr. Chairman. 

My statement is going to be very brief here. My name is Barney J. 
Ghiglieri. I am president of the Citizens National Bank, located at 
Toluca, Ill. My bank is a small commercial institution in a strictly 
agricultural area known as the Corn Belt of Illinois. We have 33; 
millions of deposits, 1 million of which are savings deposits. [ appear 
not only as an officer of my bank but also as regional vice president of 
the American Bankers Association. 

My work for the American Bankers Association, as well as my work 
as a former president of the Illinois Bankers Association, has given me 
a close insight into the fears of many of our country banks with respect 
to the future of our financial structure if the Home Loan Bank Board 
or any other Federal agency is permitted to make its own rules and 
regulations without regard to the laws of the several States. Many of 
us recall the difficulties brought about by the overbanked conditions 
in the small communities, and we would not like to see a recurrence of 
the situation by the indiscriminate establishment of branches. 

This bill, S. 2517, would bring about a parity between Federal- and 
State-chartered savings and loan associations in the establishment of 
branches just as we have now between nationally and State-chartered 
banks. I like S. 2517, introduced by Senator Maybank and Senator 
Frear, because it is confined strictly to savings and loan legislation. 

I would like to see the banks and the savings and loan associations 
work together in giving the best possible service to the people of the 
country. Such relations are not possible under the present situation, 
and I believe the passage of S. 2517 would go a long way toward the 
solution of current branch problems, which will worsen unless some 
legislation of this type is enacted. 

Senator Frear. You say in the second paragraph there, the last 
line: 

a recurrence of the situation by the indiscriminate establishment of branches. 


Do you mean that you think that Federal savings and loan associa- 
tions, or rather the Home Loan Bank Board, has authorized branches 
indiscriminately? 

Mr. Guiguirerr. There is the future possibility of that. 

Senator Frear. But the record so far— 

Mr. Guiauieri. Not by the evidence here this morning. There are 
very few branches which have been established, according to the chair- 
man, but there could be the possible future possibility as existed back 
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in the days when banks were established at every crossroad, three 
banks where only one would have taken care of the situation. 

Senator Frear. Are there any other banks in Toluca? 

Mr. Guieurert. Only one. 

Senator Frear. That is your bank? 

Mr. Guieuierr. Yes. 

Senator Frear. What size community is it? 

Myr. Guiguierr. 1,600 people. 

Senator Frear. It is a right fair-sized bank. It must be a very 
prosperous area. 

Mr. Guietrerr. Well, 1 threw in the Corn Belt area, which is v 
prosperous. We raise a lot of corn out there and a lot of hogs. 

Senator Scuorrpre.. The situation you mentioned with reference 
to your State of Ilinois is somewhat comparable to my State of Kansas, 
which is, of course, largely agricultural, as you know. 


ery 


Mr. Guieurerr. That is right. 

Senator SCHOEPPEL. It is tied in with the big grain activities and 
related activities along that line, cattle and all that. I am imterested 
in What you say in your second paragraph here, sir. 

You say you have some 


fears of many of our country banks with respect to the future of our financial 
| structure if the Home Loan Bank Board or any other Federal agency is permitted 
| to make its own rules and regulations without regard to the laws of the several 


States. 


I feel a little strongly about that myself, but does this Home Loan 
Bank Board, or has it in the past, given your group the opportunity of 
sitting down and discussing with them any new rules or regulations 
that they may from time to time promulgate that go into this over-all 
activity of expansion or restriction? 

Mr. Guieuierr. Not that | personally know of, unless it is takea up 
with the American Bankers headquarters in New York or here in 
Washington. I couldn’t say as to that, 

Senator ScHoepret. Don’t you think that that would be a pretty 
good practice for some of these Federal groups to follow? What | 
mead is, It all ties into the activities ra the financial structure and the 
confidence that people have in our various and sundry savings institu- 
tions, commercial banking and otherwise Don’t you think that is a 
pretty good practice for them to follow, without the necessity of 
Congress establishing by law that they must do that? 

Mr. Guieuiert. That is right. You are perfectly right, Senator. 
| think a little more cooperation of sitting down at the table and 
discussing these things, all these financial organizations, would lead to 
a better condition that you fellows wouldn’t have to fight about here; 
that is, before your group. 

There is a definite place in the entire economy for the Federal 
savings and loan associations and all the lending agencies. The 
banks can’t take care of all the financing of new homes and what not, 
and there are some bankers that are reluctant to go out on a limb and 
do too much of this new home financing. More cooperation on the 
part of these agencies with the representatives of the banking or- 
ganizations, | think, would lead to a very happy set-up. That is my 
candid opinion. 

Senator ScHoErpPeL. What prompted me to ask that question is 
that I am pretty critical of some of the activities that have been fol- 
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lowed on the part of some of the agencies in Government that have 
come before this committee and made certain recommendations to 
some of the control legislation which we gave them. Thank goodness 
we didn’t give them everything they asked or they would have tied 
us into knots throughout the country We wrote into that statute 
that they should consult with industry committees in order that they 
might get a better, broader, over-all grasp of what the controls were 
and how they were going to operate. We had witness after witness 
come before this committee earnestly citing specific instances where, 
despite that in the law, they were completely ignored and were only 
called in when, as, and if the rules were all written up. The adminis- 
tration would say, Well, we have established these but we thought we 
would go over it with you, because they are coming into force and 
effect next Monday morning at 10 o’clock. That is the thing that 
prompted my asking that question. 

I don’t say this Board has done that, but I say that I want to leave 
the impression—and I am glad that you concur—namely, that before 
some of these rules are changed, it might be a pretty wholesome thing 
to sit down and discuss it with at least some of the representatives 
country-wide that are in these other phases of financing activities so as 
better to harmonize and prevent some of these cross currents develop- 
ing. I wanted to point that out. 

Mr. Guiauiert. I think you are right, Senator. Of course, there 
is room in the entire country for all of these agencies, all of these 
banks. We all have a definite objective. We have a definite re- 
sponsibility to our various communities, whether it is the national, 
State banks, or Federal savings or the local building and loan, a little 
more cooperation on the part “of the national representatives of these 
organizations would be conducive to a very sound set-up. That is 
my personal opinion as a country banker. 

Senator ScHorppeEL. Well, we have more country banks than we 
have big citv banks, although the big city banks wag an awful big 
part of that tail sometimes. 

Mr. Guieuiert. They sure do. Some of us are trying to hang on, 

Senator Scnorpre.. I have no further questions, Mr. Chairman. 

Senator Frear. Thank you, Mr. Ghiglieri. 

Mr. Guicurerr. Thank you very much, gentlemen. 

Senator Frear. Next is Alexander Chmielewski, bank commissione1 
of the State of Rhode Island, and president of the National Association 
of Supervisors of State Banks. 

Mr. CumreLewskt. Senator, I haven’t prepared any real statement. 
I just jotted down a few notes that I would like to read and then 
introduce two of our members who will be qualified to discuss this bill. 

Senator Frear. All right, sir. 


STATEMENT OF ALEXANDER CHMIELEWSKI, PRESIDENT, NA- 
TIONAL ASSOCIATION OF SUPERVISORS OF STATE BANKS 


Mr. Cumrevtewskt. In behalf of the National Association of 
Supervisors of State Banks, as its president, I want to express our 
sincere appreciation and gratitude to this honorable committee for 
granting to us its valuable time and this excellent opportunity to 
present our arguments and position in favor of S. 2564, a Senate bill 
introduced by Senator Frear at the request of the National Association 
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of Supervisors of State Banks and the National Association of State 
Savings, Building and Loan Supervisors. 

By whatever name it may be locally designated, the savings-and- 
loan type of financial institution, Federal- or State-chartered, as a 
source of credit, has given financial aid to millions of home owners 
throughout this country, and the soundness of these thrift institutions 
has had an immeasurable influence in maintaining the faith of our 
people in our way of life. Apparently, the public is satisfied with this 
dual financial system. 

The members of our association are individually entrusted with 
responsibility for the creation, soundness, and continued growth of 
State-chartered savings and loan institutions. In the fulfillment of 
this responsibility we must conform to the provisions of our local laws. 
The limited discretionary powers we hold must be exercised with care. 
We concede that we are jealous of our prerogatives. That is 
excusable—we want our State-chartered institutions to exist and 
continue to thrive. 

As supervisors, we fully appreciate the aims and objectives of all 
Federal supervisory authorities. Naturally, in adopting procedural 
practices which effect the supervised institutions, disagreements will 
arise between State and Federal supervisors. But our problems can 
usually, and should, be resolved by ourselves. Recriminations from 
the platform and in the press are not the remedy. However, if we 
cannot settle our differences amicably, then we should seek legisl: ative 
aid to guide our future conduct and thus safeguard the interests of 
those for whom we are responsible. 

Our association is not hostile to any Federal agency, as such, and 
most certainly holds no prejudice tow ard any member in any agency. 
But there is justification for its questioning the authority of a Federal 
agency to design policies which do not have the sanction of law. 

Perhaps the authors of the Home Loan Act of 1933, in drafting its 
provisions, gave no thought to the subject of branches. Congress, in 
its enactments of Federal statutes pertaining to banking, gave to 
national banks branch powers, similar to those enjoyed by a State- 
chartered bank. But Congress made no statutory provisions for the 
establishment of Federal savings and loan branches. 

Since the enactment of the Home Loan Act, many States have 
amended their savings, building and loan laws providing for the estab- 
lishment of branches upon compliance with specific conditions and 
requirements. Although it does appear that Congress has given 
broad regulatory powers to the administrators of the act, it did not 
give the Home Loan Board even the right to the use of its own dis- 
cretion in approving branches. It is doubtful whether C ongress, in 
creating this Federal agency, intended to empower it with such un- 
controlled and unlimited authority that it can make policies, having 
the force of law, which are detrimental to the interests of our State- 
chartered institutions and their local shareholders. 

If competition is to be the determining factor in the approval of 
branches for Federal savings and loan institutions, then agreements 
and understandings between our association and the present or any 
subsequent Home Loan Board will have little weight or value. Branch 
establishment policy should be incorporated into the law. 

We are not unmindful of the tolerant, fair-minded, and judicial 
manner in which this honorable committee, last September and Octo- 
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ber, carried on its hearings in connection with the policy-making 
practices of another Federal agency. We were encouraged when, on 
Monday, October 1, 1951, Senator Maybank took the position that 
Federal agencies have no authority to make policy, if it is not written 
in the law. 

We are here today to submit our recommendations for your kind 
consideration and legislation. S. 2564 will not deprive the Home 
Loan Bank Board of any of its legal prerogatives. This bill will 
protect the interests of those whom we serve—the shareholders of the 
State-chartered savings and loans institutions successfully operating 
in our respective States. 

And now, gentlemen, may I ask your kind permission to allow me 
to introduce to you two members of our association whom we believe 
to be well qualified to discuss the merits of the provisions embodied 
in S. 2564? 

The Honorable Maurice Sparling, superintendent of banks of 
California, is an attorney, member of the California bar, past president 
of our association, and currently chairman of our legislative committee. 

The Honorable Timothy Donovan, commissioner of banks in Mas- 
sachusetts, is an attorney, member of the Massachusetts bar, and 
currently chairman of our building and loan committee. 

Senator Mayank. In the bills this committee has passed, we have 
always followed that policy, | mean, what you have just read. I 
certainly don’t believe in Federal agencies making a policy except 
within the law. I have always felt that way. 

Mr. Cumretewski. Now may I present Mr. Maurice Sparling? 

Senator Frear. Mr. Sparling, I think you have been down here 
before, sir. 

Mr. SparuinGc. Yes, sir; I have. 

Senator Frear. I am glad to see you again. 


STATEMENT OF MAURICE C. SPARLING, CHAIRMAN, LEGISLATIVE 
COMMITTEE, NATIONAL ASSOCIATION OF SUPERVISORS OF 
STATE BANKS 


Mr. SparutinG. Mr. Chairman, Senator Mavbank, and Senator 
Schoeppel, a statement has been filed by me. I will skip over much 
of it and cover only some of the points that I believe have not particu- 
larly been covered by those appearing before me. 

The National Association of Supervisors of State Banks urgently 
requests your support, and the support of every member of the 
Congress, in effecting the passage of S. 2564, a bill to amend the 
Home Owners Loan Act of 1933, by setting forth specifically the power 
of the Home Loan Bank Board to authorize branches of Federal sav- 
ings and loan associations, and to restrict such*power to the law or 
practice governing branches of State-chartered savings and loan 
associations or savings banks in the States in which such Federal 
associations are operating. 

Senator Maysnank. Do you mind if I interrupt you? Did vou say 
you are going to skip through this? 

Mr. Sparuine. I am going to skip through much of it; yes, sir. 

Senator Maynanx. When vou handed this up here awhile ago, I 
presumed this was the statement. Where are you going? From 
page 1 to what? 
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Mr. SparuinG. I-was going, sir, to take a portion of page 2. 
Senator Maysank. What interested me the most—well, you go 
ahead. 
Senator Frear. Anyhow, your statement in its entirety will be 
made a part of the record, sir 
Mr. Sparuine. Thank you, sir. 
The bill, itself, was introduced by Senator Frear at the joint request 
of our association and the National Association of State Savings, 
Building and Loan Supervisors. It is needed because the Congress 
has not as vet defined the power of the Home Loan Bank Board as 
to branches of Federal savings and loan associations. If it is to have 
such power at all, it is desirable that it be set forth as specifically as 
is that of the Comptroller of the Currency in relation to national banks. 
A quarter of a century ago this question arose as to the Comptroller's 
gpower in this respect. In 1927 the McFadden Act was passed which 
or the first time permitted him to grant national banks authority to 
stablish branches but subject to the limitations imposed by State 
aw for State banks. 
Senator MayBank. That is exactly what I was interested in. You 
go right ahead, sir. 
Mr. Sparuinea. In 1932 the Congress again debated the statute and 
reaffirmed its provisions (sec. 23 of the Banking Act of 1933, 48 Stat. 
189, amending Rev. Stat., sec. 5155, 12 U.S. C. see. 36). 
Senator MayBank. | might say, since | have been on this com- 
mittee, which bas been a long time, that law that regulated the Comp- 
troller has done a lot of good. | have had complaints since | have 
been chairman, and | have only been chairman a short time, but even 
before | was chairman, in Pennsylvania, for instance, various States 
people had complained about the Comptroller, and | have had the 
opportunity to call him up. I remember once Senator Martin talk- 
ing to me about it, and the Comptroller has always gone back to that 
law. You have got to have some sort of a law, and it was a good 
law for them to rest on. It stopped some branch banking, from what 
Senators from other States have told me, which might have been 
detrimental. 
Mr. Spar.inG. Senator Maybank, what is exactly what we are 
seeking here today. 
Senator Maysank. That is all | would attempt to seek. I join 
Senator Frear, who is chairman, of course, of the subcommittee. He 
and I talked about the bill before we introduced it. 
Mr. SparuinG. That is all we are seeking today, is to have it 
reduced to law so there will be no question as to just what the rights 
are, 
Senator Maysank. I, frankly, have great respect for Chairman 
Divers of the Home Loan Bank Board. I don’t think it is going to 
hurt the Board at all; in fact, I think it is best for them to have it. 
Mr. Spartine. Have it reduced to law, so we will know just what 
the ground rules are, and can all work together on that basis. That 
is all we are seeking. The National Association of Supervisors of 
State Banks bas been on record for many years seeking exactly this 
type of legislation. In the prepared statement before you, there is 
a copy of one such resolution of our association. We have the year 
previous and the year since adopted similar resolutions. Last year, 
bill S. 2006, having for its purpose a sir ilar object as here sought, 
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was reported on favorably by this committee. Because of the press 
of other matters, it was not acted on by the Senate. 

I don’t believe, in view of what has been said heretofore, that I 
need to go into the balance of my prepared statement. I believe that 
you have our position clearly before you. We merely seek to have it 
dete rmined by Congress as to whether there shall be branches of Fed- 
eral savings and loan associations granted in States where the States 
themselves do not permit branches of their own associations. Our 
bill would go a little farther than S. 2517. We realize the opposition 
to the restrictions of that bill. We go a little farther and we say, 
first of all, that all branches that have heretofore been granted, in 
effect, shall remain. 

Senator ScHoEPPEL. That would do equity to those who have been 
established and have customer interest involved. 

Mr. SparuinG. That is right, sir. We go that far. We go farther. 
We say that wherever similar institutions, State building and loan 
associations or mutual savings banks, have branch powers the Fed- 
eral Board may grant branches also. We believe that this issue 
before you today is really basic. It is whether Washington always 
knows best or whether we still have States’ rights. In our opinion, 
we of the National Association of Supervisors of State. Banks, re pre- 
senting three-fourths of the banks of the Nation and with a vast 
majority of our members also supervising the savings and loan asso- 

ciations, and State building and loan associations, are strong believers 
in States’ rights and we believe that the State should itself have the 
prerogative of saying whether there shall be branches within that 
State. 

We believe that it is basically sound. 

As to Senator Schoeppel’s comments of a few moments ago, of 
whether there have been attempts to cooperate in this field, I was 
president of the National Association of Supervisors of State Banks 
2 vears ago. Last year I was chairman of the executive committee 
of that association. Last October I was before this committee, at 
which time an agreement of cooperation was presented where we had 
agreed with.the other Federal agencies, the three Federal agencies, 
the Federal Reserve Board, the Comptroller of the Currency, and the 
FDIC. that no new polic ‘ies would be adopted or no new legislation 
presented without first giving us an opportunity to discuss the same. 

We have been unable to ebtain such an agreement from the Home 
jor Bank Board. We petitioned the Home Loan Bank Board—or 

I did personally, and the ABA, I know, did—not to adopt the rules and 
regulations that were here presented before vou some time ago, before 
Senator Mavbank at least, to which he objected and asked ‘that they 
not be put into effect before pending branch legislation had been dis- 
posed of. Resolution after resolution has been presented, but we are 
strongly anxious to cooperate. We should like to discuss these mat- 
ters with all of the agencies, and we believe that with discussion much 
difficulty can be avoided, but we certainly believe in this instance 
that the law should be made clear and that the same policy should be 
applied to the Federal savings and loan associations that is applied to 
national banks, to wit, that branches shall only be permitted in 
States where the States themselves authorize branches to similar 
institutions. 
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Senator Frear. Are you referring to the part that appears in the 
Federal Register back in August 1950? 

Mr. Sparuina. Yes, sir; | am. 

Senator Frear. Did you make the statement that the chairman of 
the Banking and Currency Committee had asked either the Chair- 
man or a member of the Federal Home Loan Bank Board not to 
promulgate those rules? 

Mr. SparuinG. I am so informed that he did, sir. That is the in- 
formation I have; ves, sir. 

Senator Frear. The chairman isn’t here. 

Mr. SparuinG. I am sorry he left. I would like to have had it 
verified. 1 was under that impression and I have it documented here 
in my file that he so asked. 

Senator Frear. That is all the questions I have. 

Senator ScHonpre.. I have no further questions, thank you, sir. 

Senator Frear. Well, again, we are glad to have you here, Mr. 
Sparling, and appreciate your testimony. 

(Mr. Sparling’s prepared statement is as follows:) 


STATEMENT OF Maurice C. Sparuinc, CHAIRMAN, LEGISLATIVE CoMMITTEE, 
NATIONAL ASSOCIATION OF SUPERVISORS OF STATE BANKS 


Chairman Frear and members of the committee, my name is Maurice C. 
Sparling, and I am State superintendent of banks of California. My address is 
332 Pine Street, San Francisco, Calif. I am appearing here on bebalf of the 
National Association of Supervisors of State Banks, as chairman of its legislative 
committee. 

The National Association of Supervisors of State Banks urgently requests vour 
support, and the support of every Member of the Congress, in effeeting the pas- 
sage of S. 2564, a bill to amend the Home Owners Loan Act of 1933, by setting 
forth specifically the power of the Home Loan Bank Board to authorize branches 
of Federal savings and loan associations, and to restrict such power to the law or 
practice governing branches of State-chartered savings and loan associations or 
savings banks in the States in which such Federal associations are operating. 

The National Association of Supervisors of State Banks is an organization of 
the State bank supervisors of the 48 States, the Territory of Hawaii, and Puerto 
Rico. Among its purposes, as expressed in its constitution, is ‘“‘to discuss subjects 
of importance to the commercial interests of this country.’’ As of June 30 
1951, there were 9,600 State banks with total assets of $93.928,515,.000. The 
State banks constituted approximately two-thirds of the 14,553 banks in the 
United States on that date (the most recent for which complete figures are avail- 
able), with approximately one-half of the Nation’s total bank assets 

In the 17 States which have savings banks, our members supervise them 
Thirtv-two of ovr members also supervise State-chartered savings and loan 
associations in their jurisdictions. In 16 of the other 18 States, the exceptions 
being Puerto Rieo, where there are no State-chartered savings and loan associa- 
tions, and Marvland, where State associations are not supervised, the officers 
responsible for the supervision of State-chartered savings and loan associations 
are members of the National Association of State Savings, Building and Loan 
Supervisors, which also favors this legislation. 

The bill, itself, was introduced by Senator Frear at the joint request of our asso- 
ciation and the National Association of State Savings, Building and Loan Super- 
visors. It is needed because the Congress has not as vet defined the power of the 
Home Loan Bank Board as to branches of Federal savings and loan associations. 
If it is to have such power at all, it is desirable that it be set forth as specifically 
as is that of the Comptroller of the Currency in relation to national banks. A 
quarter of a century ago this question arose as to the Comptroller’s power in this 
respect. In 1927 the McFadden Act was passed, which for the first time permitted 
him to grant national banks authority to establish branches but subject to the 
limitations imposed by State law for State banks (44 Stat. 1228, 12 U.S. C., see. 
36). In 1932 the Congress again debated the statute and reaffirmed its provisions 
(section 23 of the Banking Act of 1933, 48 Stat. 189, amending Rev. Stat., see. 
5155,.12 U.S. C., sec. 36). 
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During this 25-year period national banks and State banks enjoying equal 
branch privileges have existed harmoniously side by side. Federal statute and 
the corresponding State statutes deal with like institutions. They do not confuse 
commercial banks with mutual thrift institutions. The Federal statute, moreover, 
respects the right of each State to determine what manner of branch system, if 
any, it wishes to have. 

Our association has long been on record in seeking passage of similar legislation 
to regulate branches of Federal savings and loan associations. During the annual 
meeting of the association held in Boston, Mass., September 20 to 22, 1950, the 
following resolution was unanimously adopted: 

‘“‘Whereas this association has repeatedly expressed its belief in and given its 
support to the dual system of banking, and 

“‘Whereas it is our sincere conviction that the maintenance of the dual system 
of financial institutions is for the best interests of the people of this country and 
is essential for the preservation of the American banking system and our free 
economy, and 

“Whereas the present practice of the granting of branch authorizations to 
Federal savings and loan associations without regard to the laws and practices of 
the individual States governing the chartering of branches of State-chartered 
savings and loan associations is discriminatory against State-chartered savings 
and loan associations and inimical to the dual system of financial institutions, and 

‘Whereas this Association’s opposition to this practice has been expressed by 
its cosponsorship of legislation in the United States Congress placing Federal 
savings and loan associations under the limitations of State law and practice in 
the granting of branch privileges, and 

“Whereas this legislation failed of passage in the Eighty-first session of Congress; 
Now, therefore, be it 

‘Resolved, That the principles above enunciated be reaffirmed by this associa- 
tion and that its executive committee be authorized to restate its opposition to the 
discriminatory granting of Federal savings and loan branch privileges and con- 
tinue its efforts to secure passage of this legislation.”’ 

\ similar resolution was adopted by our association in 1949, and again at our 
national convention in St. Louis lest September 

\ bill, S. 2006, having for its purpose a similer ybject was reported mn favorabls 
by this committee lest vear, but, because of the press of other matters, was not 
acted upon by the Senate. 

Legislation restraining the Home Loan Bank Board from unrestricted branch 
authorizstions is becoming ever more essential because of the deliberate violation 
of States’ rights by the Board in repeatedly granting branches to Federal savings 
and loan associations -bevond State limitations or at least 6 vears the State 
savings and loan supervisors have tried to enlist the support of the Board in ob 
serving an essential feature of our dual financial svstem, namely, that each State’s 
preference as to branch patterns within its borders should be respected by the 
Federal authorities. However, in a statement of policy made available to the 
States last February the Home Loan Bank Board declared: ' the Board 
has concluded that, in passing upon branch offices for Federal savings ar 
associations, it will not approve their operation in a State where the State statutes 
or the State constitution expressly prohibit the operation of branch offices by 
both savings and loan associations and banks chartered by the State.” 

Since it is purely an administrative decision it is subject to enlargement v 
notice. The Board appears to take the position that when any State fi 
institution, be it commercial or savings, can open a new branch under any cor 
dition, no matter how circumscribed, then its own branch approval power is 
deemed to be unlimited. 

The Board is assuming power v bich the Congress hes dervied to the Comptroller 
of the Curreney in his dealings with patioval banks. Under the stetutes cited 
above, national banks may have branches only to the extent thet State banks and 


trust comparies may have them, not also to the extent thet savings and loan asso- 





‘ations and savings banks may have then. In several States the powers of the 
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Government stards on savings end loan branch rower. We need to have it de- 
termined by the Congress whether corsisteney should be achieved by adopting 
the nationel henk breneh enproach. This would preserve the right of the States 
to choose the kind of branch pattern best svited to their needs. It would be more 


conducie to the respecting and preservation of the sovereignty of the States 
It would prevent the State-Federal finencial svstem from being despoiled by in- 
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The Home Loan Bank Board has asserted that it never authorizes a branch 
unless the community needs it. This assertion merely means that in the opinion 
of the Board the branch is needed. In several instances this feeling has not been 
shared by the State supervisor concerned. 

With three bills before it the Congress has a wide choice in score the ground 


rules under which the Home Loan Bank Board must operate. hile differing 
in lanruage and in certain details, the essential features of the three i ills are these 
S. 2517 wonld restrict branches of Federal savings and loan associations to 


the law, or, in the absence of law, the practice in each State governing branches 
of Stete chartered savings and loan associations. 

S. 2564 would place similar restrictions on branches of Federal savings and 
loan associations but would permit parity with the State law governing branches 
of savings banks as well as branches of State chartered savings and loan associa- 
tions. 

H. R. 3178 would give Federal savings and loan associations branch parity 
with commercial banks, as well as with savings banks and savings and loan 
associations. 

The State supervisors would be completely satisfied with S. 2517. It follows 
the pattern set by the McFadden Act by determining for the savings and loan 
industry alone parity of branch opportunities between Federal and State chartered 
associations. 

Aware, however, of the feeling of many Federal savings and loan people about 
this branch question, we have offered S. 2564, providing branch parity with 
savings banks, as more acceptable to those who believe the two types of mutual 
thrift institutions should enjoy equal branch powers 

We are aware that H. R. 3178 is not before this committ We fee! that we 
should point out, however, that it would be violative of States’ rights It would 
force on the States a branch policy different from the ones they have chosen 
Moreover, it would be inconsistent with the Congressional action resulting in the 
McFadden statute which deals with like organizations, national and State banks 
not with unlike organizations, banks, and mutual thrift institutions 

In summary we feel that further invasion of States’ rights by the Home Loan 
Bank Board should be terminated by action of the Congress, and that, of the 
three bills now before it, 8. 2564 would be fairest to all concerned 


Senator Frear. Now we have, I believe, for tomorrow, Mr. Dono- 
van, but if Mr. Donovan is here, and although we don’t want to tell 
him how long he can talk or how much time he can take, if he thinks 
it is going to be a matter of only a few minutes, why, maybe he would 
rather appear today than tomorrow. 

Mr. Donovan. I would prefer to appear today, Senator Frear, and 
bearing in mind your suggestion that time is of the essence and thi 
statement which I have already filed with the committee will be made 
a part of the record, why, I would be happy to try and skip through 
the statement. 

Could T have about 15 minutes? 

Senator Frerar. Do you have any objections to that? 

Senator ScHOEPPEL. No. 

Senator Frear. Very well, Mr. Donovan. 


STATEMENT OF TIMOTHY J. DONOVAN, CHAIRMAN, BUILDING 
AND LOAN COMMITTEE, NATIONAL ASSOCIATION OF SUPER- 
VISORS OF STATE BANKS 


Mr. Donovan. My name is Timothy J. Donovan. Iam a citizen 
of the Commonwealth of Massachusetts and a resident of the city of 
Quincy in that State. IT appear before you today in more than one 
capacity to urge enactment of Senate No. 2564, a bill to further amend 
the Home Owners’ Loan Act of 1933. The proposed amendment 
intended to define the powers of the Home Loan Bank Board in the 
authorization of branches of Federal savings and loan associations. 
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In support of the statement that I appear in more than one capacity, 
I respectfully note that I am the commissioner of banks for the 
Commonwealth of Massachusetts, currently serving my sixth year 
in that post. JI am a member of the National Association of Super- 
visors of State Banks and the chairman of its building and loan com- 
mittee. I am a member of the Massachusetts and the Federal bars. 
Prior to assuming the post of commissioner of banks for the Common- 
wealth, I had been associated for 25 years, and for 12 years of that 
time as resident counsel, with the National Shawmut Bank of Boston, 
the second largest bank in the New England States. 

In noting my present official position and background of experience, 
I respectfully do so as a means of emphasizing that my opinions are 
those of one who has been extensively exposed to both the Federal 
and State’s point of view in the great industry of banking. Each 
additional year of exposure has only served to make inescapable the 
conclusion that in our economy, both State and national, the indis- 
pensable industry of banking cannot too long operate in an atmos- 
phere of privilege for one over others in the same line of endeavor. 

Almost from the time that we became a Nation, federally chartered 
and State-chartered banks and financial institutions have lived, side 
by side, in what is commonly called the dual banking system. Under 
this arrangement the Federal Government and the State governments 
have provided banks which have served the public in an admirable 
manner without too many controversies. The differences of opinion 
that have existed between the two types of chartering authorities 
have always, heretofore, been amiably worked out in the common 
good—that is, until recently. 

It might be a good idea to explore, for a few minutes, the manner 
and method by which the State-chartering authorities and the Federal- 
chartering authorities, having specifically in mind the Comptroller of 
the Currency who oversees the chartering and supervision of national 
banks, have dwelt together in harmony and thereby brought to 
America a strong and healthy commercial banking industry. 

In the examination of the approach that has been made by the 
Federal Government and the State governments in the field of com- 
mercial banking, it is clear that this healthy condition was made 
possible by far-sighted, intelligent legislation on the part of the 
Congress of the United States as well as the legislatures of the several 
States. 

When State legislative bodies acted to strengthen the banking in- 
dustry, they usually had the full cooperation of the Federal supervisory 
authorities. 

As you know, the Congress enacted the present national banking 
law in 1864 by which the Comptroller of the Currency was given the 
power to authorize the establishment of national banks. In this act, 
no specific power was given to the Comptroller to authorize the estab- 
lishment of branches of national banks. Because such specific power 
was not granted, a controversy arose which brought about the inquiry 
as to whether the Congress, in neglecting to give such specific powers, 
intended that the Comptroller should not permit national banks to 
have branches. In the early 1920’s the United States Supreme Court 
in First National Bank v. Missouri (263 U.S. 640), said in effect, that 
the Congress, by not granting specific powers to establish branches of 
national banks, intended thereby to preclude the authorization of such 
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branches. This opinion brought about a situation that was obviously 
unfair to the national banks because, in many instances, their com- 
petitors in the State banking systems had the power to establish 
branches. 

After the First World War the public found itself more and more in 
need of credit because of the expanding economy. It was also apparent 
that the average citizen was becoming interested in the establishment 
of credit. The financing of durable goods on time that did so much 
for the expansion of the automobile and allied industries and unbeliev- 
ably broadened production, lowered prices, and increased the demand 
of the public, presented new broad credit fields for banking institutions. 
If the national banks were not to be permitted to establish branches 
in those States which permitted State-chartered institutions to have 
branches, the federally chartered institutions could not advantage- 
ously compete for the constantly growing business. 

In 1927, the Congress amended the National Banking Act in such a 
manner as to permit national banks to have branches. Section 36 of 
that amended act provides that a national banking association may, 
with the approval of the Comptroller of the Currency, establish and 
operate new branches within the limits of the city, town, or village in 
which said association is situated if said establishment and operation 
are, at the time, expressly authorized to State banks of the State in 
question. It further provides that such branches may be established 
at any point within the State in which the association is situated if 
such establishment and operation of a branch is, at the time, authorized 
to State banks by legislative act of the State in question. The 
language specifically granted such authority affirmatively and not 
merely by implication or recognition, and subject only to the restric- 
tions as to location imposed by the law of the State on State banks. 
The Congress, therefore, authorizes the Comptroller of the Currency 
to permit national banking associations to have branch banks, pro- 
vided that the establishment of such branches complies with the laws 
of their domicile as to location of said branches. 

No conscientious State supervisor or sincere advocate of sound 
commercial banking had any reasonable or logical argument against 
this proposal. This enactment strengthened the dual banking system 
and in the Commonwealth of Massachusetts we now have our State- 
chartered trust companies and national banking associations living in 
harmony, side by side, serving the public needs, neither with any 
unfair competitive advantages over the other. 

The laws of the Commonwealth of Massachusetts permit State- 
chartered trust companies to have branches within the county of their 
main office, when approved by the State board of bank incorporation. 
The Comptroller of the Currency, in accordance with the power 
granted to him in said section 36 of the amended National Ranking 
Act, has granted national banks in our Commonwealth the authority 
to establish branches in like manner. 

It is generally recognized from one end of this country to the other 
that the commercial banking field is well regulated and organized. 
This is an example of the dual banking system at its best. We must 
remember, however, that this healthy condition would have been 
impossible without the true spirit of cooperation between the Congress 
of the United States and the legislatures of the States. 
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You will remember that I stated earlier that the chartering authori- 
ties of the Federal Government and the State governments had 
cooperated fully with one another until recently and I reiterate, gentle- 
men, until recently. 

Under the Home Owners’ Loan Act of 1933 the Congress gave to 
the Home Loan Bank Board the power to charter Federal savings 
and loan associations. Py doing this the Federal Government entered 
the specialized fields of thrift and home financing for the first time. 
No one had serious objections to this in 1933 and the years immediately 
following because it is easy for us all to remember the debacle which 
took place in the banking industry at that time. 

The closing of banks, because of their inability to withstand the 
demands resulting from the difficulties brought on by the depression, 
brought grief and despair to thousands upon thousands of home 
owners. The Home Owners’ Loan Act saved the homes of countless 
thousands of American citizens. This is a fact that no one can 
seriously dispute. The new Federal savings and loan associations 
were a welcome addition to the field of thrift and home financing and 
were especially welcome and necessary in many of the States that did 
not provide similar State-chartered institutions. Many of the old 
building and loan associations were not supervised by State banking 
authorities, being merely private enterprises, and when the full force 
of the economic collapse struck in the early thirties they were without 
means to continue their existence. I would respectfully point out 
that, fortunately, the Commonwealth of Massachusetts was not one 
of these States. 

For many years Massachusetts has had three particularly sound 
systems in the field of thrift and home financing—its mutual savings 
banks, its cooperative banks, and its State savings and loan associa- 
tions. Therefore, it seemed to those closely connected with the bank- 
ing industry that Massachusetts was well supplied with institutions 
devoted to thrift and home financing. Proof of the belief that 
Massachusetts was well supplied with such institutions is the most 
interesting fact that today, almost 20 years after passage of the 
Home Owners’ Loan Act of 1933, we have in the Commonwealth of 
Massachusetts only 2 Federal savings and loan associations that 
were organized as new institutions under Federal charters; that seg- 
ment of the industry also embraces 28 other like associations but those 
28 are all converted cooperative banks. 

About 15 years ago, charges that cooperative banks were being 
encouraged to convert to Federal institutions were made, with denials, 
but the controversy resulted in State legislation denying cooperative 
banks the right to convert. This legislation was renewed from time 
to time but on my recommendation, in 1950, there was substituted 
for the nonconversion statute a new law to permit a State cooperative 
bank to convert to a Federal savings and loan association and this 
was recommended in an effort to create a two-way street. Certain 
inequalities still exist and to a degree there are differences of opinion 
and viewpoints that, in fairness to all, possibly might be best deseribed 
in the old adage “Tt all depends upon whose ox is being gored.” 

I point to the conversion matter only as a means of emphasizing 
the need for laws that provide equality of opportunity and while 
ney aor of proselyting, prejudice, and intimidation are still voiced, 

t least we know that both the Federal Government and the Com- 
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monwealth of Massachusetts have set up conversion statutes for 
their respective organizations. 

It has seemed to me that if the contention, with which I am not 
in agreement, that the Home Loan Bank Board has the power and 
authority to authorize branches of Federal savings and loan associa- 
tions without restrictions of any kind whatsoever, is correct, then 
the Congress should, in the interest of clarity, adopt legislation that 
will specifically define the powers of the Board and leave no doubt 
in the minds of parties in interest throughout this country. I cannot 
bring myself to believe that the Congress would ever specifically say 
that the Home Loan Bank Board should have the power to authorize 
branches of its supervised institutions in its discretion without restric- 
tion of any kind whatsoever. 1 cannot believe it because you and 
| know what the Congress has said with respect to the powers of the 
Comptroller of the Currency, and while | have every respect for the 
purposes of the Home Loan Act I am certain that its purposes and 
place in our economy do not transcend the importance and purposes 
of the National Banking Act which affects the great national banking 
system in this country. 

The Congress has, in effect, said with regard to the branches of 
national banks: “Live and let live.” Therefore, if the law is not 
clear on the question of branches for Federal savings and loan asso- 
ciations | would sincerely hope that Congress would make it so and 
in taking affirmative action on the matter | am confident that despite 
a natural desire and understandable intention to protect its own 
institutions, Congress will not, in effect, say to its Federal savings 
and loan associations, ‘‘We insist that our national banks live and 
let live in each State but you can do what you want, go where you 
please and establish branches simply by obtaining authorization from 
the Home Loan Bank Board, regardless of the restrictions placed on 
your State-chartered competitors in each State.”’ 

As you know, gentlemen, the Home Loan Bank Board has been 
given, what may well be termed a mandate by the Congress in the 
power to establish Federal savings and loan associations and I quote 
from the statute: 
giving primary consideration to the best practices of local mutual thrift and 
home financing institutions in the United States, 

To me it seems that even if the Home Loan Bank Board had the 
implied power to authorize branches for Federal savings and loan 
associations then there is hardly any better test of what constitutes 
“best practices” than the limits within which the local institutions 
are confined by law, regulation, or custom. 

In Massachusetts the statutes permit the commissioner of banks 
to grant a branch to a savings bank, a cooperative bank, or a State 
savings and loan association, provided that such branch is established 
no more than 15 miles from its main office and, provided further, 
that if the branch application is for a location in another town or 
city then such application can be honored only if no other like banking 
institution has an office in the town wherein it seeks to establish a 
branch. In addition to these laws governing the location of branches 
of State institutions, Massachusetts has a specific statute prohibiting 
corporations chartered by other than State authority from establish- 
ing branches at distances from their main office beyond that per- 
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mitted to domestic corporations. This statute, in effect, permits 
chartering authorities, other than State, to authorize branches of 
their supervised institutions within the borders of Massachusetts so 
long as they do not violate the laws of the State restricting domestic 
corporations. This law was proposed and enacted at the request of 
the speaker, as commissioner of banks, in an effort to assure that the 
long-considered policy of the Legislature of the Commonwealth to 
contain the branch operations of banking institutions within reason- 
able distances of their home office, might be made effective in the 
thrift and home financing field. 

The Home Loan Bank Board was made aware of the Massachusetts 
law in June 1949 when your speaker testified before it in the matter 
of the application of the Worcester Federal Savings and Loan Asso- 
ciation of Worcester and the application of the Union Federal Savings 
and Loan Association of Pittsfield to establish branches in the city 
of Springfield. Both Worcester and Pittsfield are approximately 40 
miles from the city of Springfield. Your speaker testified for over 2 
hours before a hearing examiner for the Home Loan Bank Board in 
opposition to the authorization of such branches and pointed out, 
among other things, that the Massachusetts law did not permit 
savings banks, cooperative banks, or State savings and loan associa- 
tions, which are competitors of Federal associations in the field of 
thrift and home financing, to establish branches at such distances 
from their main offices. The proposed law to restrict corporations 
chartered by other than State authorities to the same distances as 
domestic corporations in the establishment of branch offices was 
called to the attention of the hearing examiner and that law was 
shortly, thereafter, enacted by the Massachusetts Legislature. 

In addition to my testimony and written brief filed in the matter, 
the Massachusetts Cooperative Bank League, composed of 176 
cooperative banks, and the Savings Banks Association of Massa- 
chusetts, composed of 190 savings banks, opposed the authorization 
of such branches by oral testimony and written briefs. Extensive 
testimony was taken in these hearings, which lasted the better part of a 
week and is recorded in over 600 pages in the record. While some 
opposition was recorded on the question of overbanking and need of 
additional facilities, your speaker as commissioner of banks, took no 
position on the latter questions. My position was based on the right 
of the Home Loan Bank Board to grant branches and on the question 
of authorizing or establishment of branches at distances denied by 
statute to our domestic corporations. Then, gentlemen, followed a 
long waiting period. 

I have no quarrel with the Home Loan Bank Board over the time it 
takes to make a decision, because the passage of a long time may well, 
and probably does, imply a most thorough review and consideration 
of al! factors. For such care all persons should be most grateful. 
However, gentlemen, I was disturbed and am still deeply disappointed 
over the method used by the Home Loan Bank Board in announcing 
its decision in the case. 

The public hearings were held in June 1949 and briefs filed there- 
after, in line with the rules set down by the Board. Sixteen months 
later, on September 29, 1950, both Federal savings and loan associa- 
tion applicants for branch permits, opened offices in the city of 
Springfield, Mass. Only after each had closed its alleged branch 
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office door late in the afternoon of September 29, 1950, was the notice 
to the commissioner of banks, a party in interest in the proceedings, 
mailed from the Washington, D. C., post office, at 6:30 p. m. and this 
notice was not received by the commissioner of banks until October 2, 
1950, after both applicants had again opened their alleged branch 
oflice doors to the public. 

I do not want to labor the point but I believe it is important for you 
to realize that here was a chartering authority that had made arrange- 
ments with two of its supervised institutions to commence a branch 
business and prepare for the public long before notification to all parties 
of its decision. The arrangements a chartering authority makes with 
its supervised institutions in the discharge of “their respective duties 
is generally of concern only to the supervisor and the institution. 
However, when you consider the nature of the public hearings and 
the parties and interests involved, I believe you can understand my 
concern over what appears to those in the banking industry in the 
Commonwealth of Massachusetts as a surreptitious act. This 
method certainly would not be employed by the Comptroller of the 
Currency. 

Is there any wonder we lose confidence and now petition Congress 
to clearly define the powers of this Board? I repeat, I respect the 
Home Owners’ Loan Act of 1933 and the contribution to our economy 
by the institutions organized and operating under that law. They 
are an asset to the Nation. However, the bankers of our Common- 
wealth and I have been forced to draw conclusions from what | have 
just outlined to you and this is the first time I have ever commented, 
publicly, on this point. 

So, gentlemen, it has seemed necessary that the supervisors of our 
State banking systems present to you proposals to remedy a situation 
that could well be ve ry dangerous if permitted to exist much longer. 
We do not want what could well be termed a ‘war’ between the 
various financial institutions doing business across the country. 
Virtually “‘champing at the bit” are a number of bankers who would 
life all restrictions as to branch office locations and permit institutions 
to open offices wherever they please. Although my personal banking 
background shows a quarter of a century with a large commercial 
bank pledged to extensive branch operations but limited by our State 
laws to the county in which its main office is located, 1 am certain 
that one inevitable result of lifting the restrictions on branch opera- 
tions in either the commercial or thrift financi ing field would result, 
in Many instances, in competition from larger institutions that would 
certainly spell the end of many, many of our small city and town 
banking institutions. 

I sincerely urge that your committee favorably report to the 
Congress 8. 2564 and may I respec tfully suggest that the word “law- 
ful” be inserted before the word ‘ ‘operation” in (2) (A) so as to read: 

An association may retain and operate such branch or branches as it may have 
in lawful operation on the effective date of this paragraph, the establishment 
and operation of which had been approved by the Home Loan Bank Board. 

I urge this in the hope that by clearly setting forth the powers of 
the Home Loan Bank Board no further differences of opinion may 
develop across the breadth of this country to the end that these 
institutions supervised by the Home Loan Bank Board may continue 
to serve the public in the manner intended by the Home Owners’ 
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Loan Act of 1933 without special advantages over their competitors 
and without privileges denied to others in the same field. There is 
no sound reason why State-chartered institutions cannot operate in 
an amiable atmosphere with federally chartered institutions and, at 
the risk of being partially repetitious, I conclude my remarks to you, 
gentlemen, with an excerpt from a brief filed by the speaker, as com- 
missioner of banks, with the Home Loan Bank Board, expressing as 
it does, the attitude of the Department of Banks for the Common- 
wealth of Massachusetts: 

As the commissioner of banks for the Commonwealth of Massachusetts super- 
vising over 1,100 financial institutions having assets in excess of $7 billion. as 
chairman of the board of Bank Incorporation of the Commonwealth, which 
board has authority to issue bank charters and grant permits for the establish- 
ment of branches, and in my individual capacity as commissioner having the 
power to authorize the establishment of branches of savings banks, cooperative 
banks, and State savings and loan associations, I shall never object to the exer- 
cise of sound discretion by a chartering or licensing authority when either, within 
the laws under which they operate, grant permission to a group of citizens to 
establish a new financial institution, or when they have the legal right to do so, 
authorize the establishment of a braneh of an existing institution within the 
same limitations imposea on other financial institutions, provided I am satisfied 
that a new financial institution or a branch of an existing institution is not char- 
tered or authorized unless public convenience and advantage will thereby be 
promoted; that there is reasonable probability of its usefulness and success, and 
that it can be successful without undue injury to properly conducted local 
institutions. 


Such a policy I am certain is the best guaranty that a community will not be 
overbanked. If a new facility is to succeed it will do so other than at the expense 
of those already established. 

In other words, I feel that the law governing the Home Loan Pank 
Board should be one that will complement existing State statutes with 
respect to branch operations and that the Board should be required to 
do everything in its power to protect State institutions in the same 
manner as State-chartering authorities should protect existing Federal 
institutions. Such a law would conform to the thinking of the late 
Mr. Justice Cardozo in Hopkins Federal Savings and Loan Association 
v. Cleary (296 U.S. 315), wherein he clearly indicated that the two 
classes of financial associations, Federal and State, should dwell 
together in harmony and order. If such a law is passed, the Home 
Loan Pank PRoard would, by adherence thereto, enhance and protect 
the dual banking system in the healthy, competitive condition that is 
so important. The Supreme Court of the United States said as much 
in the Missouri case, to which I have previously referred, and the 
Congress recognized its importance and implications when it compelled 
national banks, in the operation of branches, to conform to existing 
State statutes. 

[I respectfully urge that the word “lawful” be inserted in (2) (a) of 
S. 2564, as suggested above, and that you give this bill a favorable 
report to the Senate of the United States. 

Gentlemen, I thank you for your patience. I am sorry I have gone 
over my time. You saved me a day in Washington. I have a lot of 
business at home. TI will be glad to try and answer any questions. 

Senator ScHorerPe.. I have no questions. 

Senator Frear. Thank you. 

The meeting will recess until tomorrow morning at 10:30. 

(Whereupon, at 12:30 p. m. Wednesday, February 27, 1952, the 
subcommittee recessed.) 
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THURSDAY, FEBRUARY 28, 1952 


UNITED STATES SENATE, 
SUBCOMMITTEE ON SECURITIES, 
INSURANCE AND BANKING, OF THE 
CoMMITTEE ON BANKING AND CURRENCY, 
Wash ington, dD. C. 

The subcommittee met pursuant to adjournment at 10:30 a. m., in 
room 301, Senate Office Building, Senator J. Allen Frear (chairman) 
presiding. 

Present: Senators Frear, Maybank, and Schoeppel. 

Senator Frear. The subcommittee will come to order. 

Although our chairman and Senator Schoeppel have not yet 
arrived, we will save time, | think, by going ahead, as they will be in 
shortly. 

Is Mr. Lynwood K. Elmore here? If he were here, | would give 
him the opportunity of placing his statement in the record. Since 
Mr. Elmore had to leave, he asked that his statement be placed in the 
record and permission is granted for that. He also, | believe, stated 
that most of his topics had been previously covered. 

(The statement referred to is as follows: ) 


STATEMENT OF LynNwoop Kk. ELMORE, NATIONAL ASSOCIATION OF STATE SAVIN 
BUILDING AND LOAN SUPERVISORS 


My name is Lynwood K. Elmore. I am a member of the executive committee 
and immediate past president of the National Association of State Savings, 
Building and Loan Supervisors, and bank commissioner of the State of Con- 
necticut. Iam appearing in behalf of R. C. Matthews of Denver, Colo., chairman 
of the association’s legislative committee, and wish to register the support 
association of 8. 2564. 

The National Association of State Savings, Building and Loan Supervisors 
represents the supervision of State-chartered savings and loan associations, build- 
ing and loan associations, cooperative banks and similar institutions. It has an 
active membership of supervisors representing 39 States and the Territory of 
Hawaii. These State officials supervise 4,060 associations of the 4,425 State- 
chartered associations. The associations under their supervision had on December 
31, 1951, total resources of $7,900,463,569 out of a total for State-chartered 
associations of $8,478,154,873. Of the State-chartered associations not under the 
supervision of the active members of the national association, the greater part are 
in Maryland where there is no supervision, and the District of Columbia where the 
20 non-Federal associations with assets of $330,301,000 are under the supervision 
of the Home Loan Bank Board. In Maryland, there are 300 State associations 
with total assets of $187,132,000. 

S. 2564 defines the powers of the Home Loan Bank Board as to the granting of 
branch privileges to Federal savings and loan associations, a matter not vet ruled 
on by Congress. In the development of the Federal Home Loan Bank System 
and the Federal savings and loan associations, the question of branches was not 
directly treated. The Home Owners’ Loan Act of 1933, which provides for the 
incorporation, operation and regulation of Federal savings and loan associations, 
contains no provision authorizing the Home Loan Bank Board to permit a Federal 
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savings and loan association to maintain and operate branch offices. That pre- 
rogative is taken by the Board under the broad regulatory powers given them 
under the act. 

Congress has, however, defined branch powers in case of national banks. The 
right of the individual States to determine the basic conditions under which there 
shall be branch operations, if at all, was recognized a quarter of a century ago 
with the passage of the McFadden Act in 1927. In that act the Comptroller of the 
Currency was for the first time permitted to grant national banks authority to 
establish branches but subject to the limitations imposed by State law for State 
banks (44 Stat. 1228, 12 U.S. C., see. 36). In 1932 Congress again debated the 
statute and reaffirmed its position (sec. 23 of the Banking Act of 1933. 48 Stat. 
189, amending Rev. Stat. sec. 5155, 12 U. S. C., see. 36) 

This position accepts the basic principle of States’ rights which is the corner- 
stone of our dual banking system. During this 25-year period since the passage 
of the McFadden Act, National and State banks enjoying equal branch privileges 
have existed harmoniously side by side. Federal statute and the corresponding 
State statutes deal with like institutions. They do not confuse commercial 
banks with mutual thrift institutions. 

For at least 6 years, the National Association of State Savings, Building and 
Loan Supervisors have tried through its officials and committees to enlist the 
support of the Home Loan Bank Board in observing this essential feature of our 
dua! banking system, that is, that each State’s preference as to the types of branch 
operations by financial institutions within its borders should be respected by the 
Federal authorities. The Board has not, however, accepted this principle but 
rather applies its own standards and in the words of its chairman, it will not ‘‘feel 
obliged to follow the particular State’s pattern in each case, either as a matter of 
law or policy.’”’” The Board has said, however, that “in passing upon branch 
offices for Federal associations, it will not approve their operation in a State 
where the State statutes or the State constitution expressly prohibit the operation 
of branch offices by both savings and loan associations and banks chartered by 
the State.’ (A chain-bank operation is considered a branch operation.) 

In carrying out its policy, the Board has repeatedly authorized and is continu- 
ing to authorize branches beyond the limitations of State statutes or practice 
(in absence of specific law) for State-chartered savings and loan associations. 
These include three cases in New York with four cases pending, two in Massa- 
chusetts, two in New Jersey, several in Florida, and single cases in Minnesota, 
Wisconsin, and Kentucky. In the latter case, the branch was given to a Federal 
association located across the State line in Indiana. The discrimination against 
State-chartered savings and loan associations and the erosive effect on the dual 
system of financial institutions is obvious. It should again be emphasized that 
this branch action is without the express authorization of Congress, and further, 
that the Home Loan Bank Board’s position can be changed at any time. 

With three bills before it, the Congress has a wide choice in setting the ground 
rules under which the Home Loan Bank Board must operate. While differing 
in language and in certain details, the essential differences in the three bills are 
these : 

S. 2517 would restrict branches of Federal savings and loan associations to the 
law, or, in absence of law, the practice in each State governing branches of State- 
chartered savings and loan associations. 

S. 2564 would place similar restrictions on branches of Federal savings and 
loan associations but would permit parity with the State law governing branches 
of savings banks as well as branches of State-chartered savings and loan associa- 
tions. 

H. R. 3178 would give Federal savings and loan associations branch parity 
with commercial banks, as well as savings banks and State-chartered savings and 
loan associations. 

State savings and loan supervisors would be satisfied with S. 2517. It follows 
the pattern set by the McFadden Act by determining for the savings and loan 
industry alone parity of branch opportunities between Federal and State-chartered 
associations. 

Aware, however, of the feeling of many Federal savings and loan people about 
this branch question, we have offered S. 2564, providing branch parity with 
savings banks, as more acceptable to those who believe the two types of mutual 
thrift institutions should enjoy equal branch powers. In addition, we feel that 
S. 2564 is an improvement over 8. 2517 in two technical aspects: The amendment 
of subsection (e) of section 5 of the Home Owners’ Loan Act of 1933 seems a more 
logical approach than adding a new subsection at the end of this section; then too, 
it eliminates repetitious treatment in section (3) of S. 2517. 
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We realize that H. R. 3178 is not before this committee. We feel that we should 
point out, however, that our association -has registered objection to certain aspects 
of the bill, i. e., ambiguity of language, and the fact that it deals with unlike 
institutions, thrift and commercial institutions, and would be highly discriminatory 
in many cases against State-chartered savings and loan associations. 

In summary, we feel that further invasion of States’ rights by the Home Loan 
Bank Board should be terminated by action of Congress, and that of the three 
bills now before it, S. 2564 would be fairest to all concerned. 

Senator Frear. The first witness this morning is Mr. George L. 
Bliss, United States Savings and Loan League. 

Mr. Bliss, I see you have a prepared statement. We will be happy 
to put the statement in its entirety in the record. You can highlight 
it or you may go through your statement, as you prefer. 


STATEMENT OF GEORGE L. BLISS, CHAIRMAN, LEGISLATIVE 
COMMITTEE, UNITED STATES SAVINGS AND LOAN LEAGUE 


Mr. Butss. Senator, it is not very long, as statements go and I 
would like to read it with your permission. 

Senator Frear. Very well. 

Mr. Buiss. My name is George L. Bliss. I live in Mount Vernon, 
N. Y., and I appear as chairman of the legislative committee of the 
United States Savings and Loan League 

Our membership consists of 3,800 building and loan associations, 
savings and loan associations, homestead associations, and cooperative 
banks, located in every State. In the point of volume of business done 
and in total resources, they comprise approximately 90 percent of th» 
industry. 

The branch subject is one upon which many people have emotions. 
It has troubled the banking business for many years. ‘The members 
of the United States Savings and Loan League have given it long and 
careful consideration. The views that I present here today reflect the 
considered judgment of the authorized representatives of our field 
from every State as a result of considerations and discussions that have 
lasted over a period of several years. It is a view that is supported by 
substantially all of our members, whether they be State-chartered or 
Federally chartered. 

We in the savings and loan field recognize the substantial contribu- 
tion that has been made by Federal charters. We supported the 
legislation that made Federal charters available, as a means of bringing 
about uniformity of practices, a high standard of supervision and the 
development of the fine services of these mutual thrift and home- 
financing institutions in every part of the country. Since Federal 
charters were made available in 1933, the combined resources of all 
savings and loan institutions have increased from $7,000,000,000 to 
the present figure of $18,000,000,000, with a proportionate increase in 
the number of persons that are utilizing their services. Of the 6,000 
savings and loan associations now operating, 4,500 have State charters 
and 1,500 have Federal charters. Thus, it will be seen, the State- 
chartered savings and loan associations are numerically superior. 
That is true in the United States Savings and Loan League, even 
though 1,300 of the 1,500 Federal savings and loan associations are 
members of our league. I emphasize this point because the views | 
will express have been developed by a group the majority of whose 
members are under the jurisdiction of the State supervisors whose 
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representatives have testified here, and whose views on this issue we 
oppose, 

Building and loan, or savings and loan, associations first came into 
being 121 years ago. They are institutions dedicated to both thrift 
and home-financing, but I suppose it was the need for home-financing 
that furnished the initial impulse. Today, they are the largest single 
source of home-mortgage credit in this country. They provide the 
funds for every third mortgage that is placed on a home. They are 
financing home purchase, home construction, home repairs, and 
mortgages for other purposes to the extent of 1,000,000 such trans- 
actions a vear, in the aggregate sum of $5,000,000,000 annually. No 
other financial group approaches such a volume in that field of service. 

These funds are provided through the savings of the average citizen. 
What is remarkable about it is that this splendid home-financing 
record is made by institutions that rank in only third place as de- 
positories of the savings of the public. The development of savings 
business on the part of commercial banks is a relatively recent develop- 
ment. Yet, today they hold $36,500,000,000 in time deposits, a larger 
accumulation than any other type of financial institution. In second 
place, we have the mutual savings banks which, located in 17 States, 
hold $21,000,000,000 in savings accounts. Then, in third place, we 
have the savings and loan associations with $16,000,000,000. It will 
be noted that the total volume of savings held by the commercial 
banks is almost as great as the combined de posits of the mutual savings 
banks and the savings and loan associations. This explains, perhaps, 
iheir interest in savings and loan legislation. Although it has never 
been the policy of the savings and arr business to pass upon the 
merits of banking legislation as such, it is no novelty to have the 
banking groups appear before iiecemntina e in an effort to frame and 
write the legislation that shall govern our operations. 

Mav I point out what this issue is about? Representatives of the 
banking organizations and of the banking supervisors appeared here 
yesterday with charges which would give the impression that Federal 
savings and loan associations have been or may be given permission 
to operate branches on a promiscuous basis, indiscriminately, and 
without regard to the needs and welfare of the people who would be 
served. Let me point to the branch statistics as they are. At De- 

ember 31, 1951, according to page 201 of the Federal Reserve Bulle- 

tin for February 1952, there were 14,089 commercial banks in this 
country and they were maintaining 5,150 branches. At the same date, 
according to the same source, there were 529 mutual savings banks 
and they were supporting 231 branch offices. In greater detail, here 
are the statistics on branch banking: 

The 4,939 national banks support 2,368 branches, so that in 
that group there are 48 percent as many branch offices as main 
offices. 

The 9,150 State banks support 2,782 branches, so that in that 
group there are 30.5 percent as many branch offices as main offices. 

The 529 mutual savings banks support 231 branches, so that in 
that group there are 44 percent as many branch offices as main offices. 

In comparison with this, we find that the 1,549 Federal savings and 
loan associations support 127 branches, or only 8.2 percent as many 
branch offices as main offices 
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Unfortunately, the statistics as to branch offices of State-chartered 
savings and loan associations have never been assembled in an official 
tabulation. | can assure you that the ratio is no greater than that 
for Federal associations; and it is probably less. 

The concern that has been expressed by our banking friends appears 
to be out of all proportion to the problem. One who sat here yester- 
day to hear the testimony of the representatives of the banking 
associations and of the banking supervisors, if uninformed as to the 
actual facts, would have gained the impression that the little savings 
and loan business had transformed itself into a huge and sprawling 
octopus that was endangering the financial structure of the country. 
I can assure your honorable committee that we in the savings and 
loan field, recognizing that we are small business, averaging $3,000,000 
in resources per unit, have no aspirations to develop out of character. 
We have two primary aims. One is to bring light and cheer and 
helpfulness into the lives of the millions of people we serve, as we 
have been doing for over a hundred years. The other is to live in 
peace and harmony with our neighbors in the financial field. 

By the same token, however, we do not feel that we are called 
upon to sit supinely by while the banking group, now the admitted], 
dominant factor in the handling of savings deposits in. this country, 
tries to write our rules of conduct. Let me cite you some statistics 
from that part of the country with which I am intimately familiar. 
Here is the annual report of the National City Bank of New York for 
December 31, 1951, listing 67 branch offices within that city and 
proudly boasting: 

Our compound interest department continues to service one of the 
thrift groups in the country—433,000 depositors. These men and women 
to their credit $299,000,000, an average of $691 apiece. 

In similar vein, the Manufacturers Trust Co., a State chartered 
commercial bank, lists its 108 branch offices and proudly notes: 

Over 384,000 customers maintain special interest accounts with us, 
combined balances totaling over $274,000,000 


And then its president notes: 
These thrifty people appreciate the convenience afforded by our more 
109 offices, and we hold them our most valued clients 

Senate bill 2517 would prohibit the Home Loan Bank Board from 
authorizing branches for Federal savings and loan associ: itions except 
in conformity with the law or practices of the State of its domicile 
with respect to State-chartered savings and loan associations. Well, 
let us look at a sample of the State pattern for savings and loan 
branches. In the State of New York, to cite one instance, the State 
law permits a State-chartered savings and loan association to have 
but one branch, whereas no limit is placed upon the commercial 
banks. 

Three or four years ago the legislature of the State of New York 
passed a bill which would have enlarged the branch powers for State- 
chartered savings and loan associations. The bill was vetoed by the 
Governcr, who attached a memorandum stating that his veto was 
based on a recommendation of the superintendent of banks. Is | 
any wonder that we view Senate bill 2517 with concern and appre- 
hension? Were it to be enacted into law, the ability of Federal 





4? SAVINGS AND LOAN BRANCHES 


savings and loan associations to develop their facilities in an expanding 
economy and in the general move of business to the outskirts of our 
bigger cities might well be thwarted by similar restrictive acts in any 
number of the States. 

We find, unfortunately, but little more comfort in Senate bill 2564. 
Under its provisions, the Home Loan Bank Board would be prohibited 
from authorizing branch offices for Federal savings and loan associa- 
tions except in conformity with the law or practices of the State of 
its domicile for State-chartered savings and loan associations or 
mutual savings banks. But the savings banks have fared only little 
better than we have, in a number of the States. 

The New York State Bankers Association, for instance, has just 
issued a 19-page preliminary report on branch policy, which leads to 
the conclusion that— 
the New York State Bankers Association is opposed to the extension of savings 
bank branch powers. 

It is, therefore, the formal, studied, and considered opinion of the 
membership of the United States Savings and Loan League, which I 
express in the confident belief that it is held and will be supported by 
the vast majority of the institutions in our field, that the primary 
consideration for the establishment of either new institutions, or 
branch offices for existing institutions, should be the need and con- 
venience of the people who would be served; and that, if any legislation 
of a limiting character is enacted, it should provide for such branch 
offices to be approved, when the individual circumstances warrant it, 
on the basis of the laws and practices prevailing in the State of domi- 
cile of the applicant institution with respect to branches for any and 
all types of financial institutions that accept savings deposits and 
provide thrift or home-financing facilities for the general public, with 
chain banking recognized as the equivalent of a branch pattern in 
States where thai practice prevails. 

Senator Frear. In the light of what happened in the New York 
State Legislature, as referred to in your comments, do you think 
that it would be possible to have the State of New York pass legisla- 
tion permitting more than one branch to a savings and loan associa- 
tion? 

Mr. Buss. All I can testify, Senator, is that it has proved impossible 
up to now. 

Senator Frear. Do you think that is going to continue im the 
future? 

Mr. Buss. I don’t see any change in the climate. 

Senator Frear. I know vou can’t really predict what is going to 
happen in the future, but the trend seems to signify that there will 
not be a change. 

Mr. Buss. No, sir; it does not. 

Senator Frear. Senator Schoeppel, have you any questions? 

Senator Scnuorepret. Mr. Chairman, [ am sorry I[ was late this 
morning. I was tied up in another committee matter. 

Senator Frear. I understand. 

Senator ScHorpre.. So | will defer to you and I shall read your 
statement, Mr. Bliss. 

I apologize for not being here. 

Mr. Buss. Thank you, Senator. 
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Senator Frear. I can assure you that Senator Schoeppel was busy 
in"committee hearings, which are very demanding of our time. Thank 
you very much, Mr. Bliss. 

w Mr. Buss. Thank you very much, Sen: pe for yee consideration. 

Senator Frear. The next witness is Mr. James J. O'Malley of the 
National Savings and Loan League. 

We are glad to have you here with us this morning. 


STATEMENT OF JAMES J. O’MALLEY, CHAIRMAN, COMMITTEE 
. ON FEDERAL LEGISLATION, NATIONAL SAVINGS AND LOAN 
LEAGUE 


Mr. O’Matuey. My name is James J. O'Malley. I am president 
of the First Federal Savings and Loan Association of Wilkes-Barre, 
Pa. lam also chairman of the Committee on Federal Legislation of 
the National Savings and Loan League. On behalf of our organiza- 
tion, | wish to express appreciation for this opportunity to submit out 
views on 8. 2517 and any related proposals which the committee may 
have under consideration. 

Of the 637 member institutions of the National Savings and Loan 
League, some 53 percent are State-chartered and 47 percent are 
federally chartered. We number among our members some of the 
most progressive and successful institutions in the country. The 
assets of all our savings and loan members approximate $4 billion. 

Senator Frear. May I ask you, Mr. O'Malley, can a building and 
loan or a savings and loan association hold duel membership; that is, 

can they be a member of the United States Savings and Loan League 
as well as your league? 

Mr. O’Mauury. Yes, they may, Senator. 

Senator Frear. And that, apparently, has been done in some 
instances? 

Mr. O’Matuey. In a number of cases, Senator, that is right. 

Senator Frear. Thank vou. 

Mr. O’Matury. We share with the authors of this bill the belief 
that the operations of Federal savings and loan associations, as well 
as those of other financial institutions, should be carried on in such a 
manner as to insure a continuing sound service in the public interest 
and so as to bring credit to the Government which charters and super- 
vises these associations. 

However, the question before this committee is whether a need 
exists for tighter controls over the establishment of branches for 
Federal Savings and Loan Association, and if such need does exist, 
whether this bill is the best answer to the problem. 

Before getting into a discussion of the need for this legislation, it 
seems appropriate that we take a quick look at these associations to 
see what they are, what they are doing, and whether and how well 
they are meeting the purposes for whic h Congress created them. 

When the Congress, in 1933, authorized the chartering of Federal 
savings and loan associations, the mortgage market was in a state of 
almost complete collapse. The lending institutions which had been 
financing home ownership for the American people had, to a con- 
siderable extent, withdrawn from the market. They had other and, 
what seemed to them, better uses for their funds. As one consequence 
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of the inability of home owners to obtain refinancing of mortgages 
which fell due during the depression, foreclosures spread like a plague 
across the country and reached astronomical figures. 

The palliative chosen by Congress to ease the situation was the 
Home Owners’ Loan Corporation which made more than a million 
loans to save foreclosure and loss of homes of American families. 

But Congress wisely recognized that not only was a palliative 
necessary but preventive measures were also necessary in the long- 
range interest of the people of the country. And Congress found 
that the one type of lending institution whose sole purpose was the 
financing of homes and the encouragement of thrift to provide the 
funds for home financing was the savings and loan association. There- 
fore Congress logically authorized the chartering of Federal savings 
and loan associations and charged the chartering authority; namely, 
the Federal Home Loan Bank Board, with responsibility for 
* * * giving primary consideration to the best practices of local mutual 
thrift and home-financing institutions in the United States. 

In passing, I should like to emphasize that Congress directed that 
the “best practices’ of State-chartered building and loan associations 
throughout the United States be used as a pattern by the Board in 
setting up the new system. 

The suecess achieved by Federal savings and loan associations in 
serving the purpose for which they were created ts, | am sure, a matter 
of great satisfaction to Congress. There are now 1,552 Federal sav- 
ings and loan associations throughout the United States. Their 
assets total over $9 billion and represent 48.96 percent of the total 
assets of all savings and loan associations. 

These associations have attracted 5,480,000 members whose savings 
totaling over $8 billion are being chiefly used to finance home owner- 
ship. 

Since Federal savings and loan associations were first authorized in 
1933, they have made loans aggregating $17}; billion to finance the 
homes of the United States. Each loan is amortized on a long-term 
basis designed to get the borrower out of debt. 

All types of savings and loan associations, numbering 5,980 at the 
end of 1951, hold assets of nearly $20 billion. The savings accounts 
in these institutions total more than $16 billion. The net increase in 
savings held by these institutions during 1951 was more than $2 
billion. 

During 1951, savings and loan associations of all kinds provided 
home financing in the amount of $5‘ billion. In fact, a third of all 
home mortgages of $20,000 or under has bene made by savings and 
loan associations for many vears. 

The importance of savings and loan associations to the Nations’ 
economy is very great indeed. They are an important factor in 
holding down inflation through encouragement of tndividual thrift 
They have been the greatest single source of funds for financing vei- 
erans’ housing. And they will, we believe, during the present emer- 
gency as in the last war, make a substantial contribution to the 
financing of houses needed for defense workers. 

But the suecess of savings and loan associations is not pleasing to 
everyone. Kor example, the heads of some competing financial insti- 
tutions have shown concern and dissatisfaction with the suecess which 
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savings and loan associations are having. This is but natural because 
the business done by savings and loan associations may reduce the 
profits of bank stockholders. Many of these same people will admit 
that savings and loan associations are useful institutions and fill a need 
in their respective communities. But, too frequently, jealous com- 
petitors insist that their operations should be restricted to a type of 
operation which was common generations ago. 

On the other hand, we believe that the big m: yority of thoughtful 
commercial bankers of the country favor savings and loan associations 
as the proper type of institution to provide uninterrupted home- 
financing facilities and should be encouraged and supported. These 
same bankers recognize that the savings and Joan association is a 
community stabilizer and a business builder. 

The Chairman of the Home Loan Bank Board has related to you 
the thoughtful consideration and salutary restraint exercised by the 
Board in permitting branch offices to be established. 

We have observed that the policy of the Board has been to make 
a careful study of the need and other factors in each case of branch- 
office applications just as it has in each case of applications for new 
federal associations. We would not insist that the Board’s judgment 
has been infallible in every case. If the Board has erred in any case 
where permission was granted to establish a branch office, and we do 
not say that it has, we are sure its action was prompted by a conviction 
that the need of the community for facilities such as best can be pro- 
vided by savings and loan associations could at the time best be met 
by the establishment of a branch office of an existing Federal savings 
and loan association. 

We believe that it is important in the same interests of the country 
which the Congress had in mind in authorizing the chartering of 
Federal savings-and loan associations in 1933 that the Home Loan 
Bank Board have the same kind of broad authority to provide needed 
facilities of a branch office of a Federal association as the Board has to 
approve the chartering of a new association. 

We question the need for imposing on the Federal savings and loan 
system a theory of equivalence with individual State standards. The 
philosophy that a savings and loan association must adopt the same 
set of habits practiced by its State-chartered counterparts injects 
arbitrary geographic variables into the administration of the entire 
Federal savings and loan system, . spite, if you please, of instructions 
from the Congress to be guided by the best practices in the United 
States. 

Right here, gentlemen, I would like to make a little bit of mention 
of what happened vesterdayv. There was a great deal of talk about 
the national banks not being permitted to have branches in any States 
bevond that provided for State banks under State law. Hon. Preston 
A. Delano, Comptroller of the Currency, in a joint-committee print of 


the Eighty-first Congress, first session, on page 201, said this in part: 


Therefore, in order to provide better and more easily available banking services 
and to keep national banks abreast of present-day economic development in the 
cities, sO necessary to the publie under present conditions, it is recommended that 
national banks be authorized to establish branches, with the approval of the Comp- 
troller of the Currency, within the limits of the municipality in which the bank i 
situated, regardless of whether State law authorizes the establishment of similar 
branches by State banks situated therein. Such a privilege would substantialls 
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improve the usefulness of national banks to the economy, and would not violate 
the principle of competitive equality between State and national banks, since the 
State legislatures could confer the same privilege upon State banks, if deemed 
advisable. 

The test of “conformity with the practice within the State’ in the 
absence of established law is an invitation to carping attacks on every 
decision of the Home Loan Bank Board relating to branches. It 
provides a test which presents the problem of ruling on contested 
facts. The effect could easily be continuous challenges of the de- 
cisions of the Home Loan Bank Board. 

If the test for the establishment of a branch office becomes conform- 
ity with local practice, then Federal savings and loan associations would 
be the victims of vicissitude whether they were situated in progressive 
or in backward communities. Federal associations situated in States 
where the poorest practices prevail would be condemned to those 
practices with no power to rise above them. The bill affects ‘‘estab- 
lishment and operation” of branches, and everything relating to branch 
operation would accordingly be subjected to the test of loc ‘al practice. 
We submit that this test should not be allowed to become law. 

The definition of a branch in clause 5 is much too comprehensive. 
[It includes agencies and accordingly would cut down the present 
powers of the Board to a serious degree. 

The inclusion of agencies within the restriction of this bill is more 
significant because Congress in providing for Federal savings and loan 
associations specifically established their operating area. They were 
designed to extend their services over a radius of 50 miles, and Congress 
must have intended to permit them adequate resources for the job. 
Within a 50-mile radius agency offices may be very important to good 
servicing. Any restriction on the right of the Home Loan Bank 
Board to authorize agencies would certainly seem to impair the ability 
of Federals to service their normal operating area as intended by Con- 
gress. This same argument applies to the right to operate branches, 
but it takes an added force when an attempt is made to include agen- 
cies within the restriction. 

The provisions at the end of paragraph 3 which forbid a branch to 
be established outside of the State where the home office is located also 
create hardship. A State boundary line has no logical meaning in the 
operation of the Federal savings and loan aeeccmpiae. Many geo- 
graphic illustrations could be furnished. The First Federal Savings 
and Loan Association of Fall River, Mass., services a ne tion of Rhode 
Island which does not have adequate facilities of its own, and if these 
people must be served by Rhode Island institutions, it would be very 
inconvenient for them and they might not be served at all. Pittsfield 
is located near the New York line, and a very large segment of its 
operating area lies in the State of New York. Springfie ‘Id is only a few 
miles from a thickly populated section of Connecticut which it serves 
as a shopping and trading center and for which it should logically 
furnish mortgage financing and thrift-saving facilities. The First Fed- 
eral Savings and Loan Association of Providence, R. I., also has a large 
part of its operating area within the limits of Massachusetts. The city 
of Texarkana lies partly in Texas and partly in Arkansas. The First 
Federal Savings and Loan Association of Texarkana was formerly 
located on the Texas side of Main Street. However, the association 
found it necessary to move across the street into Arkansas. There 
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are many similar examples around the country. All of these associa- 
tions might have complete justification for either branches or agencies 
across a State line. 

The great care exercised by the Board in permitting the establish- 
ment of branches across State lines is evidenced by the fact that only 
one such branch has been permitted as a new facility subsequent to 
the original chartering of the association. In that case, according to 
our information, communities in the neighboring State where the 
branch was located were very much in favor of obtaining this facility. 
We understand that petitions were filed by an American Legion post 
and others interested in obtaining better facilities for financing veter- 
ans and other housing. 

The provisions in lines 6 and 7 on page 3 to make new branches 
subject to restriction as to location imposed by the law of the State, 
or the practice within the State, seems ambiguous. To what extent 
could a State authority stretch the interpretation of this language? 
Could it mean a power to dictate as to a business location within a 
municipalitv? Even though such a power might be vested under 
State law over local institutions, it would be a presumptuous invasion 
of the authority of the Federal Government to have State authorities 
passing on such a matter. 

While the bill appears to set up equality between competing systems, 
it fails to take into account the extensive modern development. of 
branch banking by commercial banks and trust companies which com- 
pete with savings and loan associations for savings and home loans. 

Through holding companies and direct stock control of smaller 
banks, they have developed a very effective chain-store technique. 
In some functions they are directly competitive with Federal associa- 
tions, and we do not relish seeing them roam untrammeled while we 
stand haltered to the same post with our counterparts under State 
charters, where under State laws, or rulings of bank commissioners 
in the absence of State laws, savings and loan associations are dis- 
criminated against. Also, in some areas savings banks have achieved 
substantial control through stock ownership in various commercial 
banks so that in effect they have ready-made branches to be used at 
will, at least as far as mortgage lending and thrift-savings activities 
are concerned. 

In conclusion, we submit that there is no real need for this proposed 
legislation, and its passage might well serve to defeat some of the 
purposes of Congress in authorizing the chartering of federal savings 
and loan associations originally. 

Further, we believe the proposed legislation would not provide 
equal treatment for all financial institutions engaged in the develop- 
ment of savings on the one hand and the financing of homes on the 
other hand. 

And, finally, we believe that the needs of the country for thrift 
and home-financing services will best be met if the Congress allows 
the Home Loan Bank Board to continue its good judgment in the 
establishment of branch offices of Federal savings and loan asso- 
ciations. 

Senator Frear. Senator Schoeppel, have vou any questions? 

Senator Scuorpren. | note you made no reference whatever to 


Senate 2564. Are you confining your arguments strictly to Senate 
9n179 
2517! 
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Mr. O’Mauuey. The argument would be the same for the other 
because the changes are not very great. If my memory serves me 
correctly, they just include savings banks instead of other banks. 
Senator Scuorpren. | wanted to clarify for the record that one 
point as we go over these proceedings in executive session. 

Mr. O’Mauuey. I understand, Senator. 

Senator ScHorepPe.. | take it, then, that your argument would 
carry the same force and effect as to Senate 2564? 

Mr. O’Mauuey. That is right, Senator. 

[ would like permission for Mr. Campbell to file a supplemental 
statement on the Massachusetts situation after the hearings are over, 
if you will, please. (See p. 54.) 

Senator Frear. Do you have any objection? 

Senator SCHOEPPEL. No objection. 

Senator Frear. If there is no objection, that will be all right. 

Mr. O’Mauuey. Thank you very much. 

Senator Frear. Our next witness is Mr. Richard A. Booth, presi- 
dent, Springfield Institution for Savings, National Association of 
Mutual Savings Banks. 

Do vou have a prepared statement? 


STATEMENT OF RICHARD A. BOOTH, NATIONAL ASSOCIATION 
OF MUTUAL SAVINGS BANKS 


Mr. Boorn. | have a prepared statement, Senator, which I should 
like to read, if I may. 

Senator Frear. Of course. You can stop anywhere during the 
reading of it and high light it, if vou like. 

Mr. Boorn. Thank vou very much, sir. 

My name is Richard A. Booth, and I am president of the Spring- 
field Institution for Savings in Springfield, Mass. I am appearing 
here today on behalf of the National Association of Mutual Savings 
Banks by authority of the association’s executive committee. My 
testimony will relate to S. 2517 and S. 2564. Either of these bills 
would establish an equitable branch policy for Federal savings and 
loan associations. 1 have been authorized to appear in support of 
these bills. 

There are 530 mutual savings banks in-the country with total assets 
above $23.5 billion. The average deposit is about $1,076 and these 
nonprofit institutions have over 19.4 million depositors. They have 
no stockholders and are operated exclusively for the benefit of their 
depositors, who receive all the earnings after necesary amounts are 
set aside to surplus and reserves for the protection of the depositors, 
and after we pay taxes. 

We believe that, if the dual svstem of Federal and State financial 
institutions is to continue successful, equality of branch privileges is 
essential. It is important that a Federal savings and loan association 
have the same branch privileges—neither more nor less—as a State 
savings and loan association or a mutual savings bank in the same 
State. This wise policy has long been part of the Federal law as ap- 
plied to national banks. The proposed bills relating to Federal savings 
and loan associations have been modeled, we understand, on this broad- 
gaged provision of the National Bank Act. 


— 
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Senator FREAR. Mr. Booth, you just heard a report re 
Delano. Does that have any bearing on this ] 

Mr. Booru. The fact of the matter IS, sir. 
reading clearly, 

Senator Frear. | am sorry, sir. 

lr. Boorn, | am sorry, 

rather roundsome, so | didn’t 

Senator Fr EAR. | 
hearing. 


Mr. Boorn. The law with respect to thy 
and Joan associations to establish branches 
our View that, as the Home Owners Loan Act does hot specifically 
empower the Home Loan Bank Board to authorize the establishment 
of branches. Federal] Savings and loan Associations may not legally 
establish them. We have based this View upon the case of Firs 
National Bank y. Missouri (( 1924) 263 U.S. 640) in which the Supre 
Court rejected the doctrine that a national bank hac 
(Without explicit Statutory authority) to establish 


Later the national banks through enactment by Congress In 1927 
of the MeFadden Act were Put upon the same basis as State-chartered 
commercial banks insofar as the branch Privileges are concerned. —[n 
1951, the United States Court of Appeals for the Third Circuit in the 
case of North . Irlington National Bank Vv. Kearny Federal Savings and 
Loan Association | 187 Fed. (2d) 964), decided that the Home Owners 
Loan Act did empower the Federal Home Loan Bank Board to author- 
ize the Operation of branches by Federal] savings and loan 
even though the court acknowledged that the 
explicit authority to the Board 


The fcoustics here 
hear it Clearly. 
can appreciate jt. 


make the words 
This isn’t the best room for 
right of Federal] Savings 
S confused. It has been 


me 
! incidental power 
branches. 


&ssociations. 
Statute did not give 
to permit branch Offices for associa- 
ions set up under its guidance. On October 8. 1951, the Supreme 
Court of the United States refused to review the decision of the court 
of appeals in the Kearny case. So we have had the Supre 
ruling against implied authority for national banks to establish 
branches and a United States Court of Appeals ruling upholding 
implied authority with respect to branches for Federal savings and 
OaN associations. Congress has the power to resolve this unsettled 
Situation through enactment of either one of the two bills now before 
this committee. Either one would set up a lair and equitable basis 
for the establishment of the branches Of Federal] savings and loan 
associations. They would be put upon the same footing as other 
thrift stitutions similarly Situated but Operating under State 
charters, 

Presently, bran: vings and loan 
being chartered in contravention of the State Jaws 
for similarly situated State-chartered thrift instity 
[WO examples, First, in my Own city 
for branches of Federal] savings and Io 
by the Home Loan Bank Board. 
office of the Federal] savings and |x 
40 miles from Springfield. “The 
State Savings and loan-type 
and State mutual savings hanks to have branch, 
from their home offices. The recent Federal say; 
have been granted with complete 
branch law. 


me Court 


thes of Federal gs; associations are 
foverning branches 
itions, | Shall cite 
of Springfield (wo applications 
ans have recently been granted 
In each of these cases the home 
an applicant was located 
Massachusetts law 
institutions (called 


about 
would not permit 

cooperative banks) 
‘S More than 15 miles 
uvings and loan branches 


disregard to our Massachusetts 
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In the State of Minnesota a Federal) savings and loan branch appli- 
cation was recently granted for a Minneapolis suburban office in contra- 
vention of the Minnesota restrictions on State-chartered thrift insti- 
tutions. If we are to see equity done and equality maintained between 
federally chartered thrift institutions and State-chartered thrift insti- 
tutions, then the branch privileges of the Federals should be put on 
exactly the same basis as those of the State institutions. 

To permit the continuance of the present practice of the Home 
Loan Bank Board in passing upon and granting applications by 
Federal savings and loan associations for branches which could not be 
permitted under State law or State practice is to perpetuate an unfair 
discrimination in favor of the Federal institutions over State-chartered 
savings and loan associations and State-chartered mutual savings 
banks. We are not endeavoring to avoid competition. We compete 
vigorously and fairly with all savings institutions in our own territory 
including other mutual savings banks, State savings and loan associa- 
tions and the Federal institutions. In urging the enactment of either 
one of the bills before this committee we are asking merely that 
Federal savings and loan associations be subjected to the same rules 
with respect to branches as ourselves. 

For several years past mutual savings banks and State savings and 
loan associations have been put to the onerous task of retaining counsel 
and spending time which should be spent in the operation of their 
institutions to come to Washington in opposition to applications for 
branches for Federal savings and loan associations which on their 
faces are contrary to the State rules governing branches. In a few 
cases the applications have been denied by the Home Loan Bank 
Board, but never has the Board recognized the principle that State 
institutions and the federally chartered institutions should be governed 
by the same branch rules. The bills before you give Congress the 
opportunity to correct this injustice. 

We respectfully urge your favorable consideration of either of 
these bills 

Senator Frear. During the reading of your statement, Mr. Booth, 
I made the remark that you would be given the privilege of stopping 
any time during your statement to highlight any part of it. I don’t 
want it to be construed by any of the “other witnesses appearing here 
that you are having any advantage. I now see that you are in favor 
of the bill, as against those who are opposing the bill. 

Mr. Booru. Yes, I read the statement as it is here, without any 
interpolations. 

Senator Mayspank. Mr. Chairman, I am sorry I am late. 

Senator Frear. We are glad to have you here. We know how 
busy you are. 

Have you any questions, Senator Schoeppel? 

Senator ScHoEPPEL. You have just heard some of the matters that 
have been pointed out here by Mr. O'Malley. I don’t want to get 
you gentlemen into any serious conflict, but do you envision any 
serious difficulty that could develop if either of these laws or the best 
parts of them might be merged by the committee into a bill that 
might be reported out. As this country developed initially, they 
followed the streams, they certainly did out in our area, and a lot of 
times these cities are established almost on a border. In my State 
we have Kansas City, Kans., and Kansas City, Mo., at the confluence 
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of the Kaw River, marking the boundary line between Missouri and 
Kansas. We have a continuity of relationship of business activities 
between those two cities, similarly in Texarkana, where there are 
three States involved, you see, and some of these other places. 

Do you think that if these bills were embodied into one, and we will 
have to choose, of course; do you envision any difficulties that might 
develop because of these areas, these cities that are right close to the 
border lines of these States or do you think that we ought to make some 
exceptions in those cases broad enough to cover them? 

Mr. Boorn. | do not, Senator. Perhaps the best answer I can 
make is that the bank with which I am associated in Springfield is 
about 6 miles from the Connecticut border. So that we have a situa- 
tion much analogous to that which you cite. The bank will this vear 
be 125 years old, and at no time that I know of within the history of 
the bank has it ever felt the necessity of establishing a branch in 
Connecticut or under any burden because it did not have such a 
branch. We have enjoyed and have continued to enjoy thrift deposits 
from Connecticut people and under our laws are enabled to do within 
a limited area much business with them. Thus we have been able to 
serve them, even though they were across the State line. 

Senator SCHOEPPEL. | appreciate that, because we don’t just want 
to confine ourselves to the strict technical construction. We want to 
try to look at it from an over-all, as broad a principle as possible, and 
that is the reason | was interested. You represent ai institution in 
your State established for a good many years, and we would appreciate 
what your views and what vour reactions would be; from an experience 
angle, they would be helpful to us. 

Mr. Boorn. There is a great deal of that along all borders of the 
New England States particularly. I am most familiar with the situa- 
tionthere. Some of those cases were cited of associations in Fall River 
that found their customers coming from Rhode Island, at no great 
inconvenience, and associations in Rhode Island, whose customers were 
coming from Massachusetts or perhaps Connecticut, at no great incon- 
venience, and the savings banks are in the same situation not only 
along those border lines, but along others because our States are rela- 
tively crowded States. There has been no knowledge, on my part at 
least, of any instance where the convenience of the people was not 
being well served, and that in the final analysis is our function. 

Senator Scnorepre. Thank you. 

Senator Frear. Mr. Chairman, do you have any questions? 

Senator MayBanK. No. 

Senator Frear. Thank you, Mr. Booth. 

Mr. Boorn. Thank you very much, Senator. 

Senator Frear. Yesterday Senator Se ‘hoeppel asked a question. I 
am not sure whether it was of Mr. Divers or someone else. I see 
Mr. Divers is here today and I wonder if he would like to answer the 
question? 


STATEMENT OF WILLIAM K. DIVERS, CHAIRMAN, HOME LOAN 
BANK BOARD—Resumed 


Mr. Divers. If I may, I would like to add something to the record, 
in an effort to answer the question that was raised by Senator 
Schoeppel yesterday. 
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Senator Schoeppel asked the question as to whether or not it is the 
practice of our Board to consult with the savings and loan industry 
with reference to any proposed regulations or any policies of the Board. 

I wanted to point out to the Senator that we have a Federal savings 
and loan advisory council that was created by Congress. It is 
probably one of the few industry consultant organizations that was 
established under Federal legislation. It has been in existence since 
1934. We meet with them at least twice a year and review any 
major policies or major regulatory provisions with them. I would like 
to point out in this connection there is no complaint before you from 
the savings and loan people that we have not consulted frequently and 
carefully with them. 

However, one came yesterday from a gentleman from Illinois. He 
was regional vice president, | believe, of the American Bankers 
Association. Not considering ourselves in the same category as 
commercial banks, of course, we have not consulted with the bankers, 

with the commercial bankers, on our legislation any more than they 
have consulted with us on any legislation that has to do with them. 

I think that is the practice of this committee, that when there is any 
savings and loan legislation up, they ask our views, and if there is any 
banking legislation up, they would not seek our views. 

So that I did want to point out, for the purposes of the record, 

that we not only follow the Administrative Procedure Act and publiek 
in the Federal Register any proposed regulations and hold a hearing 
and give everybody an opportunity to object, but we also do confer 
closely with the savings and loan industry in connection with any 
changes in policy or regulations. 

Senator ScHOEPPEL. | am very glad, Mr. Divers, that you have put 
that into the recerd. When that matter came up, the testimony of 
the gentleman from Illinois, | wondered what that relationship of 
consultation might be because of the expanding, broadening phase of 
all of these financial institutions over into this field in a lesser or 
greater capacity than they have been indulging in for a good many 
vears. lam glad to have this point cleared up, because | recall when 
vou were before this committee on another occasion, we enjoyed a very 
frank disclosure as to what your policies were. 1 am sure you will 
recall the reaction of this committee on many phases of that. 

Those are matters about which I am really very much concerned. 
As this Government of ours increases in its over-all activities through 
its various and sundry departments, branches, and subdivisions, | 
think that there must be upon the part of those in official capacities 
the greatest possible cooperative analysis to keep things moving. If 
they don’t, then we get it up here and put some legislation on the 
books and it throws somebody out of gear someplace else. 

Mr. Divers. Congress set up an advisory council for us. There 
are 11 members elected, 1 from each of the 11 Federal home loan 
bank districts, elected by the member institutions themselves. Sux of 
them are appointed by the Home Loan Bank Board. 

I would like to add that we are following the policies that were 
recommended to us by the advisory council which was established by 
the Congress. 

Senator ScuorrPe.. I appreciate getting that in the record. 

Mr. Divers. That is all | wanted to add. 
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Senator Frear. While 1 have you here, Mr. Divers, | just thought 
of something. In the letter to Chairman Maybank, dated February 
> from Mr. Foley, Administrator of Housing and Home Finance 
‘ue ncy—you saw that letter? Do you concur in its contents? 
Mr. Divers. I haven’t seen it in its final form. 1 saw a draft of 
it before it was sent over, sir. I imagine it is in much the same shape. 
Senator Frear. On page 3 of that letter, the first paragraph, this 
is What it says: 
The Home Loan Bank Board recognizes and endorses the dual Federal and 
State savings and loan system of savings and loan associations and has adopted 
a policy whereby it will not approve an application for a branch office in any 
State where that State by either its constitution or State statute prohibits branches 
to or chain banking for all types of financial institutions accepting savings from 
the public. 
As the Board has adopted and will follow this policy, it does not believe that 
this legislation is necessary. 
Senator ScHorpre.. Might I ask the chairman, in reading that, is 
the word “accepting” or “excepting’’? 
Senator Frear. Accepting. Thank you for calling my attention 
to that, because it is important. 
In the statement by Mr. Donovan vesterday, on page 9, he says: 
In addition to these laws governing the location of branches of State institu- 
tions, Massachusetts has a specific statute prohibiting corporations chartered by 
other than State authority from establishing branches at distances from their 
main offices beyond that permitted to domestic corporations. 
You are familiar with the Springfield situation. Do you think that 
is in conflict, and if so, who is right? 
Mr. Divers. In the first place, | would say that, in my opinion, it is 
not in conflict. You raised a similar question vesterday, sir, and that 
was when I explained that our policy is that if people of a State have 
expressed through their constitution or through their legislature an 
opposition to branches for all types of financial institutions, in other 
words, if they just don’t want branches in their States, that we would 
recognize that desire on the part of the people. 
On the other hand, if a State legislature had provided but has 
limited them to cities with 20,000 population, for example, and they 
have a political subdivision that is called a village and that has 20,000 
population, we don’t see why we shouldn’t grant a branch under those 
circumstances. 
Senator Frear. I take it from that, then, that vou — by the 
Constitution or the statute of the State only as to whether it pertains 
to branches or not and to no other part of the statute restié ting 
branches? 
Mr. Divers. That is right. If they are opposed to branches for 
all types of financial institutions, we would respect it; otherwise, we 
feel we should do the same thing that the State supervisor does, which 
is to grant branches where he thinks the public convenience requires it. 
Senator Frear. I think that is clearly in my mind. 
Mr. Divers. There is a gentleman here, who is quite familiar with 
the situation there, if you want to hear anything more about that 
Springfield case. 
Senator Frear. Does the gentleman have a statement he would like 

to file? 
Mr. Divers. I don’t know. 
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Senator MayBank. Who is he? 
Mr. Divers. Mr. Campbell. 


STATEMENT OF KLEBER A. CAMPBELL, JR., COUNSEL FOR 
WORCESTER FEDERAL SAVINGS AND LOAN ASSOCIATION 


Mr. Campsecy. My name is Kleber A. Campbell, Jr., from Worces- 
ter, Mass. I would be glad to abide by the committee’s wishes. 
It might perhaps be more helpful to you if I were allowed to file a 
short written statement later, as I have nothing prepared, but if 
there are questions, | will do my best to answer them. 

Senator Frear. Mr. Campbell, at this time, would you like to make 
a concise oral statement and then file a statement for the record? 
We will, before the conclusion of these hearings, before this meeting is 
adjourned, give notice as to the time supplemental or any statements 
may be filed, the deadline for their filing. 

(The supplemental statement referred to is as follows:) 


SUPPLEMENTAL STATEMENT OF KLEBER A. CAMPBELL, JR., ATTORNEY ReEp- 
RESENTING THE WorcESTER FEDERAL SAVINGS AND LOAN ASSOCIATION, 
oF WorcrEsTER, Mass. 


The following statement is tendered to supplement my brief oral testimony 
near the conclusion of the hearing. I acknowledge my sincere appreciation of 
this courtesy by the committee. 

The Home Loan Bank Board has chartered many new Federal associations 
and has approved the conversion of many outstanding State institutions which 
have requested Federal charters. Both of these bills as drawn would place all 
Federals, and particularly converted Federals, in jeopardy. 

In almost every State Federal associations are a definite minority group ex- 
cluded from State banking groups and with little voice in legislative activities. 
They are justifiably apprehensive of any restoration of State banking department 
control over them. The high-velocity passage of the Massachusetts statute 
purporting to limit branches demonstrates the unpleasant possibilities whenever 
State law or administration can be brought to bear on a converted Federal. In 
this connection and bearing on my oral testimony, there is attached to this state- 
ment excerpts from the testimony of Commissioner Donovan in June 1949 before 
the Home Loan Bank Board relating to this statute. (In the bearing on 8. 2517, 
and 8. 2564, Mr. Clair indicated that Commissioner Donovan did not regard the 
Massachusetts branch office bill as necessary, whereas the attachment shows that 
he coneeived and drafted it.) ; 

No charges were made or evidence offered that any branch ever granied a 
Federal association has caused any harm to any State-chartered association or 
was not beneficial to the area it serviced. The contrary appears to be true. You 
have been told how the Worcester Federal and the Union Federal of Pittsfield 
were both allowed branches in Springfield and that a new association was simul- 
taneously chartered. From October 1, 1950, to the time of this hearing these 
two branches and the new association have received about $8,000,000 in savings. 
During the same period the Springfield Institution for Savings, whose president 
testified before vou, inereased its savings accounts by $4,000,000. In most 
instances a new Federal branch bas injected healthy competition formerly lacking 
to the benefit of competitors and the community alike. 

Respecting Commissioner Donovan's criticism of the Home Loan Bank Board 
in releasing its decision regarding the application of the Worcester Federal Savings 
and Loan Association for a branch in Springfield the following should be stated: 

On September 29, 1952, Charles B. Rugg, counsel for the Worcester association, 
was attending a hearing in Washington entirely unrelated to the Home Loan 
Bank Board. On finishing his hearing he called at the office of counsel for the 
Home Loan Bank Board, being in town. to inquire as to any developments. 
The decision had been handed down earlier in the day and notices were being 
mailed out. Since the decision had at that time become a matter of record 
Mr. Rugg was told about it and telephoned his client in Worcester. It is my 
understanding that any person involved in the matter and making a similar 
inquiry would have received the same information, 
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Excerpts From Testimony or Timotruy J. DoNovAN ar HEARING BEFORE THE 
Home Loan Bank Boarp RE APPLICATION OF WORCESTER FEDERAL SAVINGS 


AND Loan ASSOCIATION FOR A BRANCH OFFICE IN SPRINGFIELD, Mass., JUNE 
1949 


Mr. Ruac. Now, will you turn to exhibit 41 of the applicant’s exhibits? 
Exhibit 41 is the pending legislation in the Massachusetts Legislature entitled 
“Senate bill No. 725.’’ That bill was introduced by vou? 

Mr. Donovan. Yes, Mr. Rugg. 

Mr. Ruea. In fact it was conceived and drafted by you? 

Mr. Donovan. Correct, Mr. Rugg. 

Mr. Ruaa. The first or the preamble to that proposed legislation is what is 
known among us Massachusetts residents as an emergency preamble; is that 
correct? 

Mr. Donovan. That is correct. 

Mr. Ruaea. And the purpose of an emergency preamble is to make the law 
immediately effective and remove it from a 90-day moratorium which the Con 
stitution of Massachusetts provides omitting the possibility of a petition for 
referendum; is that correct? 

Mr. Donovan. It removes it from the 90-day so-called twilight period or 
waiting period after the Governor affixes his signature to the bill in the absence 
of any specific effective date on the bill itself. 

Mr. Rvuee. If this bill were enacted with the emergency preamble it would 
become effective on the date of the signature by the Governor? 

Mr. Donovan. That is correct. 

Mr. Rucaa. This bill was introduced on Friday of 2 weeks ago? 

Mr. Donovan. I do not have the exact date, but approximately about that 
time, Mr. Rugg. 

Mr. Ruce, That would have been on the 9th or 10th of June this month? 

Mr. Donovan. I would believe it about that time. On or about that date, 
Mr. Rugg, I won’t contend a day or two either way 

Mr. Ruea. Under either rules or legislation the introduction of bills in Massa- 
chusetts Legislature is open to all at some period shortly prior to the first of the 
vear, but after that date, in order to introduce legislation permission has to be 
obtained from the rules committee of the legislature? 

Mr. Donovan. When you say permission must be obtained, it must be approved 
by the committee on rules in a procedure of the general court of the Common- 
wealth. 

Mr. Ruca. The approval is necessary in order to file the bill? 

Mr. Donovan. Their acceptance of the bill, Mr. Rugg, is necessary before it 
will be admitted by the general court after the closing day for the admission of 
bills, which for the general public was December 1, as [ recall it, of 1948. 

* * * * * * + 

Mr. Rues. You appeared before the rules committee in support of whatever 
procedure was necessary in order to have this bill approved for introduction? 

Mr. Donovan. No, I did not, Mr. Rugg. 

Mr. Ruae. Did you confer with any member of the rules committee about it? 

Mr. Donovan. Yes, I did, Mr. Rugg. 

Mr. Rues. And it was passed or approved by the rules committee? 

Mr. Donovan. Yes, Mr. Rugg. 

Mr. Ruca. Now this was introduced a few days prior to June 13, which was 
the date set for the original hearing in the Worcester association’s petition for a 
Springfield branch? 

Mr. Donovan. That is correct, Mr. Rugg. 

Mr. Ruec. It was introduced at or about the time almost coincidentally with 
the approval of the Worcester association and other gentlemen around this table 
for a postponement of the hearing from June 13 until June 20? 

Mr. Donovan. I will not agree to the use of the word ‘“‘coincidentally”’ in that 
respect because of the innuendo that it implies. 

Mr. Rvea. Well, let’s get the dates. May I see the first exhibits here? Not 
ours, but I guess the record is what I want really. I have it here. On June 9, it 
appears from the Board’s exhibit No. 14, that Major Oliver, counsel for the 
National Mutual Savings Banks Association and the three Springfield savings 
banks, requested that the hearing be adjourned from June 13 until June 20. It 
was on or about that date that the bill, S. 725, was introduced in the legislature or 
application was made to the rules committee for its approval for introduction? 

Mr. Donovan. I believe it was on or about that date. 

* * * * * * * 
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Mr. Ruaa. Well, that does partly. The emergency preamble wasn’t stimulated 
by the possible adjournment of the legislature, was it? 

Mr. Donovan. No, it was not, Mr. Rugg. 

Mr. Ruaa. Wasn’t that stimulated exclusively by the pending petitions of 
the Worcester association and the Pittsfield association? 

Mr. Donovan. That is correct, Mr. Rugg. 

Mr. Campse ui. If I may, I would like to speak for the Worcester 
Federal Association and record ourselves as being in opposition to these 
two bills. 

We feel that the Federal savings and loan system has been created 
by Congress to service a national peed on a national scope and it has 
been administered excellently by the Home Loan Bank Board in a 
way which has provided for our country a very useful instrument of 
service. s 

Our Worcester Federal applied for a branch in Springfield. The 
Springfield branch has been referred to, and perhaps tn a matter of 
seconds, I might just comment that we went into Springfield about 
1940 or 1941, at a time when Springfield commercial banks, for tactical 
reasons of their own, were unloading great volumes of mortgages. 
They couldn’t find, or at least they didn’t find, purchasers for those 
local mortgages in Springfield and approached us to purchase them. 
That is the way we got our feet wet. 

After that, having those mortgages to service, we established an 
agency there and then found that there was a substantial local demand 
for mortgage services. Between 1941 and 1949, when we applied for 
this branch, which was subsequently granted, our portfolio grew to 
almost $5 million in mortgage loans. Some of those were purchased. 
My memory is that the greater part of them were actually processed 
there in individual cases. 

We felt at that time that we needed a branch because we had a 
mortgage portfolio that was as great, if not greater than any of the 15 
cooperative banks in that neighborhood who were servicing that area, 
and we are in many respects similar and equivalent to cooperative 
banks. They had ground floor offices; they had all the facilities and 
implementation. We had a fifth floor room in an office building. We 
could not take any savings money from the people of Springfield to use 
for their loans because of the limitations on an agency as distinguished 
from a branch. And so we applied for it. The State statute in 
Massachusetts, which has been referred to, was enacted almost 
simultaneously with our branch here. 

Senator MaysBank. The Massachusetts statute was enacted simul- 
taneously with what? 

Mr. Campse tt. With our application for a branch here. The 
circumstances were these: The hearing was scheduled for June 13, 
and shortly before that a request was made by counsel for the savings 
banks to have the hearing deferred for a week. Our counsel agreed 
to it as a matter of courtesy between lawyers. 

Shortly after that, within a day or so, after we had mailed letters in 
consenting to the continuance, and there are some seven or eight letters 
on file, dated June 9, in the record of the case at Home Loan Bank 
Board, after those letters requesting the continuance on the other 
side and consenting to it on our side were on file, we received notice 
that this bill had been filed in the Massachusetts Legislature. It was 
referred for immediate hearings to the committee on banking. I 
appeared with Judge Counihan, now on our supreme court bench, 
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representing the Federals and requesting that the hearings be left 
open until the executive officers of our 26 Massachusetts Federals, 
practically all of whom were at Mackinac Island, Mich., at an annual 
convention, could return. It was a matter of a few days. The hear- 
ings were not left open. I cannot recall the exact date, but it is my 
best memory that the legislature enacted the bill on the favorable re- 
port of the committee before June 20, when our hearing commenced 
in Washington. 

lt was not law until August 3, when the Governor signed it. The 
bill was given an emergency sreanebie, and I confess that 1 have 
never been able to reconcile myself to the emergency, but the 90-day 
waiting period was not invoked and we had that I iw to face 

That may be of some interest, in view of the fact that we opened 
the branch so promptly upon hearing of the decision. We did move 
quickly, because as a lawyer, our counsel advised us, and | as a lawyer 
knew, if we did not open our doors and operate, if injunctive relief 
were sought, any judge in the world will much more readily grant an 
injunction restraining a person from doing business if he isn’t operating. 
If he is operating, judges are not so willing to enjoin. In view of the 
fact that we believed we were right, and the supreme court by its 
action on the certiorari has pretty well established the fact that we are 

right, if we hadn’t opened just as quickly as we could, and we had 20 
men painting the ceilings overnight, we wouldn’t be open now, and 
if eventually a year or so from now we turned out to be right, we would 
have suffered a great deal of loss. So we acted, as we thought, in self- 
preservation. 

Now, I appreciate the courtesy you have given me and | should be 
glad to edit any remarks I have made for accuracy, and perhaps if | 
may, supplement them in writing. 

Senator ScHOEPPEL. What you did there as a lawver, you followed 
the old legal maxim that the law looks with favor upon a diligent 
pursuer. 

Mr. Camprecy. | think the law and the Lord both do. 

Senator Frear. Regarding any statements any person wishes to 
file in connection with these two bills, I request that they be in the 
hands of the clerk of the committee no later than 12 o'clock 
Monday, March 3. 

Mr. Ouiver. Mr. Chairman, may | interrupt a moment. I would 
like to present Mr. Clair. Mr. Clair is counsel for the State Bank 
Commission of Massachusetts. 

Mr. Donovan had to return and Mr. Clair would like the privilege 
of making a very brief statement in answer to Mr. Campbell. 

Senator Frear. Very well. 


hoon on 


STATEMENT OF JOHN P. CLAIR, GENERAL COUNSEL, 
MASSACHUSETTS BANKING DEPARTMENT 


Mr. Cuair. My name is John P. Clair, General Counsel for the 
Massachusetts Banking Department. 

Senator Frear. Of course, you see what we are getting into now. 
The request was made for a brief statement. We don’t like to handi- 
cap anybody making a statement, but we would appreciate it if you 
will make your remarks as brief as possible. However, if you desire 
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to file a statement, we will be glad to have it providing you meet the 
dead line. 

Mr. Criatr. Thank you. That is March 3, Senator? 

Senator Frear. Yes, sir. 

Mr. Cuarr. I will file a supplemental and just take a few moments. 

Mr. Campbell was discussing with you a bill which the commissioner 
had suggested to the legislature and which was enacted almost simul- 
taneously with the hearings on the Worcester and Union cases. It 
was never the opinion of the Massachusetts Banking Department 
that that legislation was particularly necessary. Massachusetts for 
vears has restricted branch operations, and as the commissioner 
explained yesterday, a savings and loan association, a cooperative 
bank or a savings bank could have a branch of the institution within 
15 miles of the main office. provided there were no other facilities in 
the town in which they wished to locate. 

This legislation which we propose to the national legislature was 
not in the nature of being necessarily restrictive, but to make clear 
the law which would permit branches from chartering authorities 
other than the Commonwealth to operate in the State, provided that 
they complied precisely with the 15-mile limit, and we were using the 
decision of the Supreme Court in the Missouri case as the basis for 
that legislation. 

I just wanted to make it clear to vou that it had nothing to do with 
the hearings at Washington particularly. We felt the situation was 
a little confused and that we ought to do something to clear it up. 
The 15-mile limit was always in effect in Massachusetts and has been 
for something like 50 to 75 years. 

I would like to just explain to vou, too, about the court proceed- 
ines that are now before the Supreme Judicial Court of Massachusetts. 

The reason whv the matter has been delaved is because under the 
statute, the attorney general of the Commonwealth answers proceed- 
ings of this kind only when a constitutional question has been pre- 
sented to the court, and in the answers filed by the respondents repre- 
senting the Worcester Federal Savings and Loan Association and the 
Union Federal and Savings Loan Association, they raised the con- 
stitutionalitv of a Massachusetts statute, and when thev did that, the 
attorney general intervened. It wasn’t until that was raised that he 
did intervene, and I will submit a supplemental statement on March 3. 

Thank vou very much. 

(The supplemental statement referred to is as follows: ) 


SUPPLEMENTAL STATEMENT OF Jon~w P. Crarr, CouNsEL, MASSACHUSETTS 
BanvInc DEPARTMENT 


Your sneaker wishes to express bis gratitude for vour kindness in permittine an 
ore! statement. on Februerv 28, in reply to Mr. Kleber A. Campbell, Exq., 
counsel for the Worcester Federal Savings and Loan Association. 

Vr. Campbell, in bis oral remarks before this committee, discussed in some 
detejl the need fer 9 branch of the Worcester Federal Savings and Loan Assoeic- 
tion in the eitw of Svrinefie'd. Mass... some 40 miles from the main office of the 
asseciation. He i»formed the committee that the association’s activities in the 
mortgage loan field made necessarv this branch because for some vears it had 
meo‘ntained an office in Springfield for the purpose of making collections on 
mortgages, 

Massachusetts coonerative banks and Feders! savines and loan associations 
are substantially similer in that both classes of associations appeal to the same 
tvre of borrower 2nd are. in fact, in direct competition with one another (Commis- 
siorer of Corporations and Taration v. Flaherty, 306 Mass. 461). Massachusetts 
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cooperative banks may establish, with the approval of the commissioner of banks 
one or more depots where moneys due the bank may be collected; section 12, 
chapter 170, Massachusetts General Laws. On the other hand a cooperative 
bank may, with the approval of the commissioner of banks, establish one or more 
branch offices in the town wherein its main banking office is located or in towns 
not more than 15 miles distant wherein there is no cooperative bank office at the 
time when such permission is given. (See sec. 12, ch. 170, Massachusetts General 
Laws.) 

In Massachusetts a depot may be authorized for the purposes of collections 
only. No other cooperative bank business may be transacted therein. These 
depots are usually granted in established trust companies or national banks 
The Worcester association, at the time it made application for the branch. was 
maintaining, under some color of authority from the Home Loan Bank Board, a 
depot in the city of Springfield. If the Board had the power to grant the Worcester 
association depot privileges in Springfield it, at least, was conforming with the 
State law on the subject. On the other hand, if the Board has the authority to 
authorize branches, it must be restricted to the same 15-mile limitation for 
branches as the commissioner of banks is limited to in his authorization of branches 
to cooperative banks. 

It would seem, therefore, that Mr. Campbell’s argument, which indicated that 
a branch was necessary, is completely irrelevant in view of the fact that the 
Worcester association was maintaining a depot in Springfield, in line with the 
law that permits cooperative banks in Massachusetts to do so when these banks 
are unable to have branch facilities because of the statute relating to the 15-mile 
limit. 

Mr. Campbell inferred that the Massachusetts Banking Department, in some 
sort of surreptitious manner, had the Massachusetts Legislature enact a law 
relating to branch facilities of financial institutions at the very time that the 
Worcester association was before the Home Loan Bank Board for a braneh in the 
city of Springfield. 

At the time there was substantial opinion, which was shared by vour speaker, 
that the Massachusetts law relating to branch facilities, section 12, chapter 170 
Massachusetts General Laws, was sufficient in itself to limit branches of federally 
chartered associations because Federal chartering authorities can give no greater 
rights to their institutions than the State gives to similar institutions competing 
in the same field, insofar as branches are concerned (First National Bank \ 
Vissouri, 263 U. S. 640). This truism was clearly laid down in Western Unior 
Tel. Co. v. Massachusetts (125 U.S. 530, 551) where the court said 

“k * * agencies of the Federal Government are only exempted from Stat 
legislation so far as that legislation may interfere with or impair their efficiency 
in performing the functions by which thev are designed to serve that Government. 
Anv other rule would convert a principle founded alone on the necessity of seeuring 
to the Government of the United States the means of exercising its legitimate 
powers into an unauthorized and unjustifiable invasion of the rights of the 
State * * * Soofthe banks. They are subject to the laws of the State and 
are governed in their daily course of business far more by the laws of the Stat« 
than of the Nation.” 

Clarifving the subject the commissioner of banks proposed to the Massa 
chusetts Legislature that it enact a statute to encompass the entire field I) 
accordance with his suggestion the legislature enacted into law chapter 640 of the 
Massachusetts Acts of 1949. Insofar as material it reads as follows 

No association, corporation, partnership, or person organized or operating 
under laws other than the laws of this Commonwealth and doing a business 
similar to any business referred to in section 1, shall establish or maintain any 
branch or depot in this Commonwealth unless expressly authorized to operat: 
and maintain a branch or depot by the laws under which it was organized or 
operates and except in accordance with the same restrictions and limitations as 
to branches and depots applicable to similar institutions organized or operating 
under the laws of this Commonwealth.” 

The Massachusetts Legislature was perfeetly within its rights in enacting 
this statute because it has been universally held that the banking busivess is of 
such a character as to come within the internal police power of the State (Fx 
parte Tennessee \ alley Bank, 231 Ala. 545; 166 So. 1; Dorsey v. Murphy, 188 
Miss. 291: 194 So. 603; Frankinit v. Bank of America National Trust and Saring 
Assoc., 88 P. 2d 790; Therrell v. Smith, 124 Fla. 197: 168 So. 389: Budnik v. 
Citizens Trust and Savings Bank, 220 Ind. 410; 44 N. E. 2d 298 
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The commissioner of banks for the Commonwealth had compelling preeedent 
before him which, in his opinion, required that the Home Loan Bank Board be 
definitely made aware of the supremacy of the State in this field. The Board, at 
that time, was constantly defying State laws governing the general subject of 
branches and had, in fact, gone so far as to authorize a branch to one of its super- 
vised institutions across a State line. It appeared to him, as well as to practically 
every State supervisor, that the Home Loan Bank Board was about to flex its 
muscles in the Massachusetts situation and openly defy a State law which re- 
stricted State-chartered thrift and home-financing institutions in their branch 
operations. Because of its complete disregard for the powers of the States to 
legislate in this field there was every reason for him to believe that the Board 
would grant one or more branch offices in the city of Springfield in direct contra- 
vention of the Massachusetts law on the subject. Therefore, chapter 640 of the 
Massachusetts Acts of 1949 was merely clarifying legislation, intended, in part, to 
alert the Home Loan Bank Board before it made a decision in the Worcester 
matter. 

‘A State statute controlling its agencies is applicable to Federal instrumentalities 
doing business in the State if it does not frustrate the purposes for which the 
Federal ageney was created, or interfere with the discharge of its duty to the 
Government or impair its efficiency as a Federal agency (First National Bank v. 
Missouri, supra).” 

The Worcester Federal Savings and Loan Association and the Union Federal 
Savings and Loan Association of Pittsfield were granted branches in the city of 
Springfield, each branch being approximately 40 miles from the main office of 
the respective associations. This clearly was a violation of the Massachusetts 
statute on this subject enacted some 14 months prior thereto. The Worcester 
and Union associations were chartered to serve the needs of the peoples of 
Worcester and Pittsfield. It seems fair to state that the Massachusetts statute 
did not interfere with the discharge of the associations’ duties to the Government; 
nor did it in any way impair the efficieney of either of these associations because 
under Massachusetts law they could maintain depots in the city of Springfield 
for the collection of their mortgage accounts. 

It mav be of some interest to you to know that the Home Loan Bank Board 
at the same time that it granted the branches to these associations, also issued a 
charter for a new Federal savings and loan association in the city of Springfield. 
The commissioner of banks did not object to the granting of this charter. 

Legislation of the tvpe proposed in 8. 2564 is imperative if the State-chartering 
authorities and the Home Loan Bank Board are to cooperate in their future 
relationships. If this legislation is not enacted the threat of overbanking areas 
in the States, with resultant unfair advantages to one group over others, will 
become so serious as to require the scrapping of the age-old standards which 
have heretofore guided the Congress of the United States as well as the legislature s 
of the several States in their approach to banking legislation. 


Senator Frear. Thank vou, Mr. Clair. 

I should like to enter these letters and telegrams in the record at 
this point. 

The letters and telegrams referred to are as follows: ) 


THe AmMeRICAN BANKERS ASSOCIATION, 
Vew York 16. N. Y., Februar 46, 1952. 
Senator BurNer R. Mayrank 
Chairman, Banking and Currency Committee, 


l'nited States Senate. Washington oP 38 y 

Dear Senator Mayrank: Naturally we were pleased to learn of your intro- 
duction of 8. 2517 for we feel it will go a long way to remove the unsatisfactory 
condition which now prevails with respect to the authorization of branches of 
Federal savings and loan associations. 

At your suggestion we visited the two principal objectors to 8. 2006 which 
had a similar purpose. Our conferences with Senators Saltonstall and Bricker 
were very satisfactory. 

As arecular viewer of Meet the Press on TV, I was delighted with vour presenta- 
tion Sunday. I wish every Member cf Congress and every other voting American 
could have heard the principles for which you stand. I hope you will have the 
strength to match your courage in making a strong economy. 
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Attached is a copy of our program for the fiftieth anniversary savings and 
mortgage conference next month. There is every indication that this will be 
well attended and we are looking forward to your participation. 

Sincerely yours, 
Ray DuNKERLEY, Deputy Manager. 


Tue CiITIzENS AND SouTHERN 
NATIONAL BANK oF SourH CAROLINA, 
Charleston, S. C., February 12, 1952. 
Senator BurRNeT R. MayYBAnk, 
Senator from South Carolina, 
Senate Office Building, Washington, D. C. 

Dear SENATOR Maypank: I have just seen a copy of 8. 2517, a bill to amend 
section 5 of the Home Owners’ Loan Act of 1933, as amended, with reference to the 
establishment of branches by the Federal Savings and Loan Association. 

The bill is well drawn and appears eminently fair to all concerned. This is a 
constructive piece of legislation and your sponsorship of the bill is appreciated. 

Cordially yours, 
E. W. Austin, First Vice President. 


THe Citizens & SovuTHERN NATIONAL BANK OF Souts CAROLINA, 
Columbia, S. C., February 11, 1952. 
Senator Burnet R. MAyYBANK, 
Senator from South Carolina, 
Senate Office Building, Washington, D. C. 

Dear Burnet: I have seen a copy of 8. 2517, a bill to amend section 5 of the 
Home Owners’ Loan Act of 1933, as amended. This applies to restraint on 
Federal savings and loan associations establishing branches. 

I just want to let you know that I am heartily in favor of this bill. This bill 
appears to me to be very fair to all concerned. 

Sincerely, 
ALBERT R. SIMONDsS, 
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Tue CrrizeEns & SouTHERN NATIONAL BANK OF SoutTH CAROLINA, 
Spartanburg, S. C., February 14, 1952. 
Hon. Burnet R. MAYBANE, 
United States Senate, Washington, D. C. 


Dear SENATOR MayYRBANE: It has come to our attention that a bill known as 
Senate bill 2517 amending section 5 of the Home Owners’ Loan Act of 1933 has 
been introduced in the Senate by you and Senator Frear. 

We believe that it is very important that this particular bill be enacted into 
law and we are writing to advise you of our endorsement of the bill 

We appreciate vour excellent efforts to have a situation which needs attention 
properly handled in this bill. 

With best wishes, 

Respectfully yours, 
MARSHALL A. SHEAROUSE, 
Vice President and Trust Offi 


THe ComMeErcIAL Bank & Trust Co., or SoutuH CAROLINA, 
Columbia 1, S. C., February 8, 1952 
In re bill S. 2517, to amend section 5 of the Home Owners’ Loan Act of 1933. 
Hon. Burnet R. MAYBANK, 
United States Senator, Washington, D. C. 

Dear Senator: This bill in regard to the branches-of the Federal savings and 
loan association has come to our attention, and this is to state that we would like 
to see you support it, if you feel that it is satisfactory. 

Thank you for your letter in regard to the New York trip. I am looking 
forward to seeing you there. 

Very cordially vours, 
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{Telegram ] 


Miami Beacn, Fua., February 28, 1952. 
Hon. BurRNET R. MayBANK, 
Chairman, Senate Banking and Currency Committee, 
Senate Office Building, Washington, D. C.: 
Just received notice of hearing on Senate bill 2517 scheduled for yesterday. 
Urgently request favorable consideration of your committee on this legislation 
and an opportunity to present testimony favorable to it. 


J. E. Bryan, 
President, Florida Bankers Association, Orlando, Fla. 





Tue INDEPENDENT BANKERS ASSOCIATION, 
Sauk Centre, Minn., February 18, 1952. 
Hon. Burnet R. MayBAnk, 
Senate Office Building, 
Washington, D. ¢ 


Drar Senator MayBank: Our association is much in favor of vour bill, 8. 2517, 
which would establish conditions as to the granting of branches of Federal savings 
and loan essociations. We know how firmly you believe in the rights of the 
States. The granting of branches to Federal savings and loan associations in 
States that forbid branches to their State-chartered savings and loan associa- 
tions, appears to be an infringement of States’ rights 

This association has always believed that the public was better served by local 
financial institutions, that distent landlordism in banking was not a sound policy. 
National banks are not permitted to establish branches in States that forbid 
branch banking and it wou Id seem that savings and loan associations should be 
treated in a similar manner 

We appreciate vour introduction of this bill and we hope that this proposed 
legislation will meet with suecess 

Yours very truly 
Ben DuBots, Secretary 


LirtrLeE River Bank & Trust Co., 
Miami, Fla., February 7, 1942. 
Hon. GEORGE A. SMATHERS 
United States Senator, Ser e Office Building. 
Washingion, D.C. 

Dear Str: Reference is made to my letter of February 13, 1951, wherein there 
was enclosed a copy of a resolution adopted by the Greater Miami Clearing Asso- 
ciation rica reference to a request that you sponsor legislation that will result in 








ana =e nt to the Home Owners’ Loan Act of 1933 (as amended) so as to 
prevel ‘oie Loan Bank Board or any other body or authority from grant- 
ng cared ission to Federal savings and loan associations to operate branches it 
any States that prohibit branch banking and/or prohibit operation of branches 
of State-chartered savings and loan associations. 

\lv term of office in this association has expired, but I was very ple eased to 
learn that Senator Burnet R. Mavba chairman of the Senate Banking and 
Currenev Committee, introduced 8. 2517 in the Senate to amend section 5 of the 
Home Owners’ Loan Act of 1933, as amended. I very strongly feel that it 
infair for a Federal-chartered institution to be given permission to establish 
branches in States that prohibit State banks and State savings and loan associa 
tions from ests ores ug branches lhe banks are partic ularly coneerned with 
his because of { blic neral impression that the term *“‘bank”’ and “‘savings 
i 1 loa Oo stane is svnonvmous, and due to the fact that it this county the 
savings and loan associations have a larger amount in savings share accounts 
han savings banks, savings departments of commercial banks, postal savings, or 
savings bonds They are in direct competition with the savings departments 
of commercia! banks. They are offering such services as safe deposit benes 3 and 
advertise bank money orders Many articles and publications refer to their 
quarters as bank buildings. I, therefore, urge you to vigorously support this 
bill that has been introduced by Senator Maybank. As vou know, national 
ba ‘ not permitted to establish branches in States where State banks do 
ot have pr lege The rights and desires of the citizens of each State 
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should be recognized with reference to Federal savings and loan associations as 
well as national banks. As a member of the Greater Miami Clearing Association, 
[ am sure that the association still feels as strongly on this point as we did last 
September when I forwarded to vou a copy of the resolution on this subject 
Yours very truly, 
, Ricuarp (, Boaas, 
FErecutive Vice Pres de nt, and T; ist Office 


STATE OF MINNESOTA 
BANKING DIVISION, 
DEPARTMENT OF COMMERCE 
St. Paul, Minn., Fet ry 25, 19 
Hon. J. ALLAN FrREAR, Jr 
Banking and Currency Committee, 
Senate Office Building, Washington, D. C. 

Dear Senator FrReEAR: We wish to express our sincere appreciation for your 
cooperation and interest in legislation which would restrict branches of Federa 
savings and loan associations to the law and practice governing branches of State- 
chartered savings and loan associations as expressed in S. 2564 which you i: 
troduced recently. 

Here in Minnesota and elsewhere in the Nation, t! 3 a verv serious and 
vexing problem for which there appears to he no cure short of Federal legislation 
You are, undoubtedly, aware of the fact State-chartered associations are prese! 
being discriminated against in this regard, and this type of legislation is bad 
needed to encourage and preserve the dual system of financial institutions 

We are keenly interested in having this bill passed in this session of ¢ 
and trust you will continue to press for early favorable action by the co 

Sineerelv vour 








Tuirp NATIONAL Bank IN NASHVILUI 
Vashm I Ti ne bet ary 4) fQ5 
Hon Br RNE'l R MIAYBAN 
Senate Office R ilding Wa hingten dD. ” 
DeAR SENATOR MayBANK: Want to thank you for having introduced S. 2517 


providing for the restriction of branches by savings and loan associations. 


While we have had no instance of this in our area, we recognize it as a definit 
threat for the future. and wish to assure you of our support 
We are likewise greatly interested in Mr. Spence’s new bi regulate ba 


holding companies, H. R. 6504. We know of vour past interest and efforts in 
this connection, and trust we will have your continued suppor 
I feel that the above two bills complement each other in that the interest arous« d 


n one will likewise serve to promote the other 
Thanking vou for your efforts in behalf of independent ba 1 and with a 
yood wishes for your continued success, T am 
Yours very truly 
Wot * 
NATIONAL ASSOCIATION OF STATE SAVINGS, 
BUILDING AND LOAN SUPERVISORS, 
SANKING DEPARTMI ‘ 
Austin, T Kel 19. ] 
Hon. Burner R. MAYBANK, 
t ni ted States Ne nale, Washington, D & 
My Dear Sir: Senator J. Allen Frear, Jr., introduced Senate S. 2564 
restricting branches of Federal savings and loan associations to State limitatio 
Since the apparent trend is a rapid departure from States’ rights it is urgent 


requested that the bill be given your whole-hearted suppor 
Yours very truly, 


Sait 


arte eal 
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NATIONAL ASSOCIATION OF STATE SAVINGs, 
BuILDING AND LOAN SuPERVISORS, 
Salem, Oreg., February 21, 1982. 
Hon. Burnet R. MayYBANK, 
United States Senate, Washington, D. C. 


Dear SENATOR: As a member of the National Association of State Savings, 
Building and Loan Supervisors, I am immensely interested in S. 2564, which is 
now pending in the Senate Committee on Banking and Currency, of which you 
are chairman. As a State savings and loan supervisory official I am convinced 
of the merits of this bill. It tends to limit somewhat the present practice of the 
Home Loan Bank Board in authorizing the establishment of branches by Federal 
savings and loan associations. 

There are two other bills, 8. 2517 and H. R. 3178, which have been introduced 
for the purpose of accomplishing the same object. However, it is my opinion 
that 8. 2564, which is a middle-of-the-road measure, will serve the purpose as 
well as either of the other bills and will probably be more satisfactory to all who 
may be interested in this particular legislation. 

I hope that you and your committee will give favorable consideration to this 
bill. 

Very truly yours, 
W. J. P. Farre nu, 
First Vice President. 


Tue Stare or New HampPsHIRE Bank COMMISSIONER, 
Concord, February 19, 1952. 
Hon. J. ALLEN FrReEaR, Jr., 
United States Senate, Washington, D. C. 

Dear SENATOR FreEaAR: I have recently received a copy of 8. 2564 which would 
restrict Federal savings and loan associations from establishing branches. | 
understand that you introduced the bill. I want to thank you for introducing the 
legislation and, also, will sincerely appreciate whatever you may do toward 
getting favorable action by your committee as well as, if the action should be 
favorable, the passage of same. 

I do not believe an association chartered by the Federal Home Loan Bank 
Board should be given permission to establish branches beyond those authorized 
for State-chartered institutions by the laws of the State where the branch has been 
requested. I feel very strongly that a restriction should be written into the law 
and thereby eliminate any possibility of having branch powers each time we may 
have a change in the Federal Home Loan Bank Board, as at the present time we 
are governed by a ruling of that Board. 

I believe the bill you have entered to be fair as the savings and loan associations 
and savings banks are to a certain extent the same type of business. There has 
been, I am told, a move to add the commercial bank branch provisions to the 
Federal savings and loan branch limitations. I do not believe’ this would be 
equitable as they are not in the same field. 

Again, I want to thank you for what you have already done and, also, for what- 
ever you may do in the future toward the passage of 8. 2564. 

Very truly vours, 
Joun W. MayNarp, 
Deputy Commissioner for Building and Loan Associations. 


-_ 


STATEMENT BY RoBERT S. MESSERSMITH, CHAIRMAN, FEDERAL SAVINGS AND 
LOAN COMMITTEE, New JERSEY SAVINGS AND LOAN LEAGUE 


: think of no better words with which to introduce this statement than 
were used by Allen Sproul, president of the Federal Reserve Bank of New York, 
in an address before the recent annual convention of State bank supervisors: 
‘‘Another question concerning which there has been more heat than light is the 
question of branch banking. It should be considered and decided on the basis 
of the best. possible service to the agricultural and business communities and the 
public in general. It has been too much argued, by banks and bankers, on the 
basis of immediate self-interest, sectional prejudices, and the competing and con- 
flicting plans and aims of existing institutions, fighting to preserve or improve 
their positions.” 
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New Jersey is one of the States in which the most heat was developed among 
commercial banking and supervisory circles. Most of the discussion has been in 
terms of slogans and traditions rather than facts. We, therefore, deemed ji 
advisable to make a study of branch banking in New Jersey from the collapse of 
the last boom, as coinplete as possible from the published records. The factual 
data resulting from this survey is summarized in a group of exhibits attached to 
this statement. From these facts the following conclusions arise almost spon- 
taneously. 

1. National banks have obtained 71 percent of their branches by merger or 
purchase of assets rather than direct authorization from the supervisory authon- 
ties. State banks have obtained 64 percent of all their branches by merger or 
purchase of assets. (See exhibit 1.) 

2. Although the State statute practically prohibits dierct authorization for 
branches outside the home-office community, the merger route provides a loop- 


t 
t 


hole through which some banks are developing county-wide chains. Almost ex- 
clusively by merger, State banks located 37 percent of their branches outside the 
home-office community and national banks 46 percent. (See exhibit 1. 


The contention of commercial bankers that they seek only to reduce Federal say 
ings and loan branching to a parity with their own opportunities does not square 
with the facts. Commercial banks are privately owned stock compaties and thus 
can be joined and ecnsolidated in a manner that is impossible in a mutual institu- 
tion of the savings bank cr savings and loan type. A condition such as exists in 
Florida, where branch banking is not legal but where a State-wide banking chain 
through common stock ownership dominates the financial affairs of the State is too 
well known to require further discussion here. It is worth while emphaiszing, 
however, that most commercial banks achieve branches not by direct authoriza- 
tion from the supervisory authorities but by negotiations and deals entered int 
between the majority stockholders of the banks. A bank that desires a branch 
in a particular locality has but to make a sufficiently attractive offer to the princi- 
pal stockholders of the bank serving that locality and the merger becomes a 
reality, sometimes against the desires of the career officers and staff of the ban! 





i hn 
being acquired. We need to face such tacts frankly if we are to ‘“‘shed light and 
not heat’? on the branch problem. This feature of speculative profit to the 
owners of a commercial bank is what makes that type of institution so different 
from a mutual savings institution. In a savings bank or a savings and loan 
association, there are no controlling stockholders. « There is no profit inducement 
that can be offered to the officers or directors of such an institution for the giving 
up of its corporate existence. Mergers take place among mutual savings irstitu- 
tions only when an institution cannot meet the demands of its depositors, is 
unsound or is operating in.a manner that enables the supervisory authorities to 
compel the merger into a sound and normally operating institution. This ac- 
counts for practically all the branches now operated by State-chartered savings 
and loan associations in New Jersey. 

Since there were only a few savings banks in New Jersey and they went through 
the depression with little trouble, it also explains why all their branches but one 
have been obtained through direct authorization. Since Federal savings and, 
loan associations came into existence after the depression, it also explains why 
their two branches were obtained through direct authorization. The conclusior 
is inescapable that if the Senate passes either of the bills proposed by the Bankers 
Association or the State supervisors it will place Federal savings and loan associa- 
tions at a permanent disadvantage to commercial banks. 

Commercial bankers and State supervisors have argued that the McFadden 
law of 1927 shall be extended to the savings and loan field. The McFadden law 
was passed when commercial banks throughout the country were engaging in a 
tremendous overexpansion of banking facilities, including branch offices. It was 
passed to stop a race that threatened to do harm to all but the number of branches 
authorized by the Home Loan Bank Board in New Jersey, or for that matter in any 
State, is so small in proportion to the branching activities of commercial banks 
that it can truly be said that a race, if it exists, is not due to the activities of the 
Home Loan Bank Board. 

In the last 20 years it has been the policy of the Congress to establish genera! 
standards for the agencies that it creates, which comparable State agencies are 
free to follow or reject as they wish. That certainly is the case in the field of 
social security and in the field of national labor relations. Except for the Mc- 
Fadden law, the Congress has not ordered Federal agencies to sacrifice the initia- 
tive completely to 48 different State governments in carrying out the functions 
assigned to them by Congress. The Comptroller of the Curreney has already 
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indicated officially his own dissatisfaction with the operation of the McFadden 
formula. The tables attached hereto reveal the reason why the national banks 
located in New Jersey have not exerted pressure for a change in that law (the 
same is true in other States). It is beeause 71 percent of their branching is done 
by direct merger with other banks, which is not affected by the McFadden law 
because in most States branches resulting from merger are allowed without limit. 

The application of the McFadden law to the savings and loan field will have 
very serious effects indeed. In a large number of States, the State-chartered 
savings and loan associations are severely discriminated against with respect to 
branch privileges. Exhibit 5 attached hereto indicates that commercial bankers 
have been successful to date in preventing savings and loan associations in New 
Jersey from obtaining broad branch privileges. They will never obtain them in 
this State or any other State if Federal associations must immediately conform 
to the existing discriminating pattern for State-chartered associations. 

It should be recalled that the act creating Federal savings and loan associations 
has functioned exactly as Congress indicated it should. The Federal savings and 
loan system adopted the best savings and loan practices and made them uniform 
throughout the land. Generally speaking, the most progressive institutions 
converted to Federal charter and, in most States, there has resulted a growing 
tendeney on the part of State-chartered associations to follow the pattern of 
the Federal charter. Commercial banks on the other hand generally opposed 
the tendeney on the part of State-chartered associations to modernize their code. 
In New Jersey, for example, the Savings and Loan Act of 1948 was floundering 
until the direct statement was made to legislators that the alternative was either 
to modernize the law or face wholesale conversions of State associations to Federal 
charter. That is the only hope that exists today that State governments now 
under intense pressure from powerful commercial banking groups, will be able 
to grant branch parity to savings and loan associations. 

The Home Loan Bank Board is entitled to the support of Congress in the issue 
now before the committees. The Board has followed the directive of the Congress 
to provide thrift and home financing institutions in local communities that lack 
them. The Board acts on branch applications only after the most extended and 
through hearing procedure. It is a lengthy process which in itself keeps down th« 
total number of branches that can be granted in any 1 year. Branching by 
Federal associations has been but a trickle compared to that taking place among 
commercial banks. Favorable action on the bills pending before the committee 
will be a serious blow to the only Nation-wide system of thrift and home financing 
which exists in the country (savings banks are really active in only four or five 
States). In a period of emergency savings and loan associations have proven to 
be the basie source for long-term home mortgages in their communities. The 
proponents of the pending bills have not established a strong enough case to 
warrant action by the Congress. 

It should also be recognized that the present conflict between commercial banks 
and savings and loan associations arises primarily because commercial banks have 
invaded the thrift and home-financing field. Originally prohibited from having 
savings accounts, they have called them thrift or compound-interest accounts 
Originally considered unsound for them to make long-term home mortgages, most 
banks now have a substantial mortgage account. Outside the metropolitan 
centers, commercial banks have developed into a mixed type of institution, part 
commercial and part savings. If either bill pending before the Banking and 
Currency Committee is passed, it may well mean the eventual subordination of 
the only Nation-wide system of savings institutions to the competitive demands 
of the commercial banks. What opportunity is there for specialized thrift insti- 
tutions to prosper if commercial bankers are permitted to determine the terms 
under which these institutions can expand their operations to follow the normal 
economic development of the communities they serve. We must frankly face the 
fact that in most States savings and loan associations are junior in political and 
supervisory importance to the commercial banking interests. Only Federal asso- 
ciations have changed this balance. Passage of either branch bill would, therefore, 
eventually result in defeating the original enactment of Congress in 1933 directing 
the Home Loan Bank Board to provide uniform thrift and home-financing facilities 
in any community where they are needed. 
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XHIRIT 1 
Branch operations of State and national banks in New Jersey, 1930-51 


STATE BANKS AND TRUST COMPANIES 


Location of branche 


a Banks ranches ae 5 oe Brat — 
involved | established sa vient ‘ : 
Local Outside — ere, : 

1930 S g g 
1931 I 13 13 
1932 ; ; 
1933 { ) 
1934 { 10 7 \ 
193: ‘ | 
1Q3t 4 6 2? 
1 2 2 
1LY3rx ) % 
1039 
1940) ; 
1941 1 2 1 | 9 
1942 2 2 2 
1043 
1044 l 
1045 2 2 I 
1946 ; 4 1 
1047 2 
1048 
1949 | 
1950 1 { ; 
1951 (Jum { { 1 

Total 6s f | 

NATIONAL BANKS 

1936 | } 
1940 ] 2 2 
1944 2 2 l 
1045 ; 
1946 ; { $ 
1947 3 
1048 } 1 2 2 
1449 Q s 
1950 7 ly 13 6 
1951 (June l l I 

Total 34 ts 2h 22 { 

SAVINGS BANKS 

1980 l ] ] 
1931 l | 
1046 > o 
1950 l l 
1951 (June l 1 

Total 7 7 7 0 6 

Notre,.—Commissioner’s reports do not distinguish between branches secured via purchas assets and 

branches authorized under 1944 law for occupying vacated banking offices. ‘‘Local’’ means same munici- 
pality as home office. ‘‘Outside’’ means another municipality other than the home office municipality 


Sources: For State banks: Annual reports of Commissioner of Banking and Insurances 1949 data fron 
Polk's Bankers Encyclopedia, For National banks: Polk’s Bankers Ency: 
only for years shown; not available for years prior to 193¢ 
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Exarsit 2 


Number of banks and branches in New Jersey, 1930-41 


National banks State banks | All banks 
| 








| 
| Private 
| 


= eR Hen enema Tie nents EN tase 
Year Head | so | Head j and | 
aie Branches | —— —s | Branches | a | branches | ao | Branches | Total 
' i i i 
| | i 
1930 (1) a 260 | () } (i) 5 | 560 () ) 
1931 (!) (1) 207 | (!) } 5 484 (*) (1) 
1932 27; 291 195 82| 277 3 462 | 109 | 571 
1933 32 267 194 | 87 | 281 3 431 | 120 551 
1934 2 32 269 192 | 9 | 288 | 3} 431 | 129 | 560 
1935 ; 234 33 267 184 92; 276 4/; 421 126 | 547 
1936 es 233 | 33 266 182 | : 3 417 129 | 546 
1937 229 31 260 180 3 411 | 129 540 
1938 226 33 259 164 1 391 | 119 510 
1939 226 32 258 161 1 388 118 | 506 
1940 224 29 253 157 1 382 | 112 | Ad 
1941_. 223 33 256 155 0 378 123; 501 
1942 2 (2) (2) (2) (2) (2) 
1943 222 33 155 0 377 | 124 501 
1944 220 38 15! 0 375 | 126 501 
1945 218 38 155 0 373 130 503 
1946 216 41 154 0 | 370 | 139 | 509 
1947 214 42 152 0 | 366 | 142} 508 
1948 211 44 149 0 360 | 147 | 507 
1949 208 52 148 0 356 156 512 
1950 205 70 142 0} 347 72 519 
1951 (June 30) 202 71 142 179 523 


1 No data. 
? Data not available to applicant. 


NOTE. 





’ Source: Polk’s Bankers Encyclopedia. 
in which years the figures are based on the following June 30. 


banks, commercial banks, and trust companies, 


Data as of year 





Exursit 3 


end except 


344 


for 1933, 1935, 1938, and 1941, 
Figures for State banks include savings 


Banks operating branches in New Jersey, June 30, 1951 
STATE BANKS AND TRUST COMPANIES 
Tota} | 1 home | Outside 
Name of bank City branches office | home of- 
. : city | fice city 

Asbury Park & Ocean Grove Bank. ___...---.--- Asbury Park-.......... l aie l 
Guarantee Bank & Trust Co___......-.--...-.--- Atlantic City---...... 1 I 
Baoeenibens Wank & Tem... cnt cces Bloomfield. -- l Ra aaa 
Camden Trust Co Be te A yee J 5 2 3 
Savings Investment & Trust Co .| East Orange... ....-.. 5 3 2 
Central Home Trust Co ue hsebanie eee 2 ee 1 1 . 
Elizabethport Banking Co-_-___..---- do l tats 
Union County Trust Co_____....--- do 4 3 1 
Fairlawn-Radburn Trust Co_. hapten aegoicgeie Fairlawn 1 1 | side 
Peoples Trust Co. of Bergen County Hackensack .- - 5 1} 4 
Commercial Trust Co. of New Jersey Jersey City 8 5 | 3 
The Trust Co. of New Jersey ‘ calc hee ack 10 6 | 4 
Linden Trust Co eS hala ie ett | Linden bcs 2 ee 
Maplewood Bank & Trust Co Maplewood - _-_-_- 1 Serge 
Montclair Trust Co joe Ree | Montclair__........ 2 2 é 
Burlington County Trust Co- - Moorestown pineill eer 1 
GR SRERAITES "TUNE CIO id oi adhe cceedameiinn .| Morristown.-_......... 2 hd 2 
SOU UU is eet ne nd 2 2 | : 
Fidelity Union Trust Ponies ..do i wale 14 9 | 5 
Franklin Washington Trust Co ..do 4 Oia etecns a 
EG yo eee ee eee do said fate 6 5 | l 
West Side Trust Co do bth aataliaassstimeals 3 edt ote 
Bank of Nutley : = EE gucuctoee 2 2 
Bank of Passaic & Trust Co .| Passaic l 1 
Peoples Bank & Trust Peres do 2 2 
United States Trust of Paterson__...............- Paterson 2 2 
Cinnaminson Bank & Trust Co Riverton l l 
County Trust Co Tenafly 1 1 
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Banks operating branches in New Jersey, June 30, 1951 


Trenton Banking Co 
Trenton Trust Co “a ; 
Commonwealth Trust Co 
Hudson Trust Co eae 
Weehawken Trust Co 
Westfield Trust Co 


4 State banks and trust companies operate 


City 


Trenton 
do . 
Union City 
..do 
do 


a Westfield 


NATIONAL BANKS 


Asbury Park National Bank & Trust Co- 
Boardwalk National Bank 

First National 

First Camden National Bank & Trust 
National State Bank 

Hunterdon Co. National Bank 

West Hudson National Bank 

First National Bank 

Franklin National Bank 

Hudson County National Bank 

First National Bank & Trust Co 

First National Iron Bank. 

Lincoln National Bank 

National Newark and Essex 

National State Bank 

Sussex and Merchants National Bank 
Passaie Clifton National Bank & Trust 
First National Bank & Trust Co 
Ocean County National Bank 
Rutherford National Bank 

Somerset Hills Nationa) Bank 

First National Bank 

Broad Street National Bank 

First Mechanics National Bank 


24 national banks operate 


Bloomfield Savings Bank 
Hudson City Savings Bank 
The Provident Institution 
Howard Savings Bank 
United States Savings Bank 


5 savings banks operate. _- 


Source: Polk’s Banker’s Encyclopedia. 


| Asbury Park 
Atlantic City 
Butler 
Camden 
Elizabeth 
Flemington 
Harrison 
Jersey City 
do 
|---- do 
Montclair 
Morristown 
Newark 
| do 
do 
Newton 
| Clifton 
Paterson. 
Point Pleasant 
Rutherford 
Somerset Hills 
Toms River 
| Trenton 
do 


SAVINGS BANKS 


| Bloomfield 
Jersey City 
| do 

| Newark 

| do 

| 

i 


Total 


| branches 


ot 


—~ we det 


104 


| In home 
office 
city 


69 


Outside 
home of- 
fice city 


“mrp bo 
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Exnuisit 4 


Branch operations in New Jersey of State and Federal savings and loan associations, 
1930-61 


STATE CHARTERED ASSOCIATIONS 


} 
Location of branches | 
| 


1 
A ssocia- Branches By direct | By merger | Branches 
Year tions estab- a ‘ae -—--| authoriza- | or asset | discon- 
involved lished Local | Outside tion purchase tinued 
1942 1 1 1 
1943 l 1 1 l 
1945 l l , 1 l 
1946 ; 3 2s. 3 
1949 1 1 1 l 
1951 (June l l l I 
Total s 8 0 | 8 0 + 0 
FEDERAL ASSOCIATIONS 
1949 l l i l 
1951 (June l l i l l 
rotal 2 2 0 2 2 0 0 


Savings and loan associations operating branches in New Jersey, June 30, 1951 


STATE CHARTERED 


Outside 


eis Total In home ‘ae 
Name City branches office city home office 

, city 
Caldwell-Verona Caldwell I 1 
Investors Millburn 2 2 
Gibralter Newark I 1 
Central Bergen Ridgefield Park l l 
Hill City Summit 1 ! 
Jersey Shore Toms River 1 1 
Ll wellyn- Edison West Orange l i 
Total 8 0 8 

FEDERAL 

Kearny Arlington » l l 
City Elizabeth l l 
Total 2 0 , 


ExuHipitT 5 
Tue Lecisitative History or BRANCH BANKING IN N&W JERSEY 


Branches for commercial banks, trust companies, and savings banks were first 
authorized in New Jersey in 1925, although the legislation passed that year ; 
(ch. 27) legalized branches already in existence. There was a notable over- \ 
expansion of commercial banks, particularly in northern New Jersey during the 
remainder of the hectic twenties. Mutual savings banks did very little branching 
and building and loan associations not at all during that period. Despite this 
overexpansion in the commercial banking field, the history of branch legislation 
in New Jersey is one of gradual liberalization of branch privileges for banks. For 
example, a 1929 law (ch. 294) required that the commissioner file a written mem- 
orandum of the reasons for his decision in any branch hearing which shall be 
reviewable by the supreme court ‘‘for the purpose of determining whether the 
requirements of the law have been observed and/or whether the discretion confided 
in the commissioner has been abused.’’ This provision does not appear in the 1948 
recodification. In 1931 the legislature added a proviso (ch. 418) that the commis- 
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sioner may approve an application to establish a branch at a location then oc- 
cupied by any bank, savings bank, trust company, or national bank in liquidation 
or contemplating liquidation without notice, publication, and hearing if it appears 
to him that the establishment and maintenance of a branch will tend to continue 
an established banking business at said location and that it is in the publie interests 
that such established banking business should be so continued. A 1933 law 
(ch. 65) reduced the minimum population requirements for one branch, two 
branches and more than two branches from 25,000, 50,000, and 100,000, respec- 
tively, to 20,000, 40,000, and 80,000, respectively. Another 1933 law (ch. 192 
extended the 1931 proviso with respect to banks in liquidation to any munici- 
pality in the same county—the former law limited this privilege to the same city. 
\ most revealing change is chapter 30, laws of 1944, which contains authority for 
approval, immediately and without rotice, for a branch in any municipality in 
the same county in which a bank, savings bank, trust company, or national bank 
was in operation at any time since January 1, 1930, but in which no such bank 
exists at the time of the application if it shall appear to the commissioner that the 
establishment and maintenance of such branch or agenev would be a public service 
and would tend to reestablish and continue banking business in the particular 
municipality. 

The New Jersey law permits a bank or trust company to maintain one braneh 
office within «he cocporaie limits of its municipality where the population is more 
than 20,000 but less than 40,000. The Linden Trust Co. operates two branches i: 
the citv of Linden, which has a population between 35,000 and 40,000. In explain- 
ing the disparity between these two standards, a representative of the Linden 
Trust Co. once stated, ‘‘We had a bill passed permitting a bank to have more 
branches in those municipalities where only one bank or trust company is doing 
business.”’ The record has been examined and this is what it revealed. 

On April 11, 1946, Senator Herbert Pascoe of Union County, introduced Senate 
310 which added this sentence at the end of section 17:4-14 of the Revised 
Statutes: “In those municipalities having a population of 20,000 or more where 
only one bank or trust company is doing business, the commissioner shall have the 
right to approve the establishment and maintenance of additional branches other 
than those provided for herein when it shall appear to the commissioner that the 
establishment and maintenance of such additional branches is necessary to enable 
such bank or trust company to render efficient public serviee.”’ The bill was in- 
troduced as previously mentioned on April 11, 1946; it was passed in the senate 
without reference on the same dav; it was received and passed in the assembly 
without reference on the following day, and was approved by the Governor 3 weeks 
later on May 6. On August 1, 3 months later, the Linden Trust Co. applied to 
the commissioner for the extra branch authorized by the law. 

When the banking law was recodified in 1948 this amendment clearly Cesigned 
to take care of a particular situation in a particular city became part of the reneral 
banking law of the State, with the precaution that onlv one additional branct 
could be so authorized. Senate 310 permitted any number of addi‘ ional branches. 
It should be noted that Senator Pascoe never specialized in banking legislation, 
but a kev figure in the Union County delegation for many vears has been Assemblv- 
man G. Clifford Thomas, assistant secretary of the Union County Trust Co., whose 
position on banking legislation carries tremendous weight in the assembly and for 
that matter in the senate as well. 

The Banking Act of 1948 further liberalized branch banking privileges for both 
commercial and mutual savings banks. This act permits a banking institution 
to go beyond its home office municipality in the case of (a) merger with another 
bank, (6) establishment of a branch office in a location occupied by a banking 
institution in liquidation, or (c) in a municipality without banking service. It 
provided for lower capital and surplus requirements for the establishment of 
branches of banks and trust companies and for lower capital deposits and surplus 
for the establishment of branches of savings banks. 

While the trend has been to liberalize the right to establish branches, require 
ments with respect to the creation of new banking institutions have been made 
more stringent especially as to the amount of capital funds \ hearing is now 
required on an application for a charter by a State bank or trust company whereas 
in a branch application no hearing is required unless the commissioner shall de- 
termine the same to be advisable. 

Branch privileges for savings and loan associations have lagged far behind thoss 
provided for commercial and savings banks. The 1925 revision of the Savings 
and Loan Act (ch. 65) contains an absolute prohibition against branch opera- 
tion by building and loan associations. Chapter 94 of the laws of 1932 provides 
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that a receiving building and loan association in the case of a merger could operate 
the absorbed association as a branch office for a period not to exceed 2 years. 
Chapter 163, laws of 1942, eliminated the 2-year restriction and the receiving 
association, with the consent of the commissioner, could establish a full-fledged 
branch office in the location of the merged institution. In the 1946 general 
revision of the Savings and Loan Act (ch. 56) this provision was further ex- 
tended to cover cases in which an association purchases all or a portion of the 
assets of another association. In 1948, by only a hairbreadth, an act failed of 
passage in the lower house of the legislature after passing the upper house, which 
would have given savings and loan associations broad branch privileges. 

The story of this near-miss is as follows: On August 23, 1948, Senator Arthur 
Lewis of Camden County, introduced a bill in the State legislature (Senate 405) 
which would have given State-chartered savings and loan associations broad 
privileges with respect to the establishment of branch offices. This bill would 
have permitted an association to establish a branch office 50 miles from its 
principal office; an association with assets of at least $750,000 and reserves of 
$75,000 could establish one branch office; associations of larger size could add one 
branch office for each $2,000,000 of assets but in no event more than five branch 
offices in all. Before approving an application for a branch, the commissioner 
had to find the maintenance of such branch office in the public interest, of benefit 
to the area to be served, that it could be established without undue injury to any 
other association operating in the municipality and that conditions in the area to be 
served afforded reasonable promise of successful operation. It is to be noted 
that the standards laid down in this bill are very similar to those which the Home 
Loan Bank Board has for many years applied to Federal savings and loan asso- 
ciations. 

Senate 405 was introduced on August 23, 1948, and referred to the banking and 
insurance committee, reported out for second reading on August 25, 1948, and 
2 days later on August 27, passed the Senate without a single dissenting vote. 
It was received in the assembly on August 30 and in accordance with a special rule 
then prevailing was read a second time without reference. Later on in the day by 
extraordinary action it was withdrawn from the calendar and referred to the 
banking committee. The chairman of that committee was Assemblyman G. 
Clifford Thomas, assistant secretary of the Union County Trust Co. Assembly- 
man Thomas refused to report out the bill without a hearing and since the session 
was drawing to a close there was obviously insufficient time for a hearing. The 
then commissioner of banking and insurance, John J. Dickerson, was actively in 
favor of the bill, Senator Arthur Lewis, its sponsor, was highly respected in both 
houses of the legislature, and, accordingly, despite Mr. Thomas’ adament position, 
senate 405 came within one or two votes of approval in the Republican assembly 
caucus. Under the procedure followed in the New Jersey Legislature for many 
years approval by the majority part caucus is tantamount to approval of the bill. 
Without Mr. Thomas’ strenuous opposition, the bill would undoubtedly have 
passed. 





(Telegram ] 


New Yorke, N. Y., February 27, 1952. 
Senator J. ALLEN Frear, Jr., 
Senate Office Building, Washington, D. C.: 

Savings Association League of New York State with membership of 200 State 
and Federal savings and loan associations opposed passage of S. 2517 or 8. 2564 
or any legislation which would perpetuate the preferential position such as now 
held in this State by other financial institutions operating in the thrift or home 
financing field. This message unanimously voted by our state-wide board of 
directors at a meeting held on Monday, February 25. 

Davip orp, 
President, Savings Associalion League of New York State. 
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NortH Dapge NATIONAL BANK oF NortH MIAMI, 
North Miami, Fla., February 22, 1952. 
Hon. Burnet R. MayYBANk, 
Chairman, Senate Committee on Ranking and Currency, 
Senate Office Building, Washington, D. C. 

Dear Str: You have our wholehearted support of Senate bill 2517 which we 
understand was introduced by you in the Senate. 

We are certainly in favor of any legislation that would place Federal savings and 
loan associations under the same restrictions that State chartered institutions 
operate, 

Very truly yours, 
Frank H. Witwer, Vice President. 


PaLMETTO Bank & Trust Co., 
Lake City, S. C., February 11,1952. 
Hon. Burnet R. Mayrank, 
Senate Building, Washington, D. C. 

Dear Senator: We note that vou have recently introduced in the Senate bill 
2517 to amend section 5 of the Home Owners’ Act of 1933, as amended. 

We have read this amendment over very carefully and it sounds very construc- 
tive to us and we certainly hope that you will push this to a conclusion. If there 
is anything that we can help you here with respect thereto, please advise us. 

Yours very truly, 
I. P. McWuirte, President. 


THe Rattway BuitpInG aND LoAN ASSOCIATION, 
Pueblo, Colo., February 29, 1952. 
Senator Burnet R. Mayranx, 
Senate Office Building, Washington, D. C. 

My Dear Sir: I have been quite interested in studying Senate bill 2517 and 
also Senate bill 2564 which are being considered at the present time by the Com- 
mittee on Banking and Currency. I sincerely trust that one of these two bills can 
be enacted into law. 

I personally like the provisions of 8S. 2564, but there is so little difference between 
the two that I feel certain that either would accomplish the results desired. The 
savings and loan commissioners as well as the banking commissioners of the 
various States are closely in touch with conditions within their respective States 
and, working through their State legislatures, can carry out the desires of their 
States relative to branches of savings and loan associations and also banks to a 
much better advantage than can supervisory authorities in Washington. In 
other words, I feel that the question of branches is one that should be decided at 
the State level rather than at national level. 

Any assistance you can give toward the ultimate enactment of this legislation 
will be sinerely appreciated by us, and I feel confident that it would be to the 
benefit of both federally chartered as well as State chartered savings and loan 
associations. 

Respectfully yours, 
F. A. Brimmer, President. 


THe Satupa County Bank, 
Saluda, S. C., February 7, 1952. 
Hon. Burnet R. MayRpanx, 
United States Senator, Washington, D. C. 


Dear SENATOR Mayrank: I wish to thank you for your introduction of the bill 
to amend section 5 of the HOLC Act of 1933, in order to regulate the establishment 
of Federal savings and loan associations. 

In places where there is no direct need for these associations, they have tended 
j to take over functions of commercial banking, and your amendment will serve to 
i guard against this. 

: Again thanking you, and with kindest personal regards. 
fs Very truly yours, 
b M. K. DeLoacue, Vice President. 
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| Telegram } 


Couumaia, 8S. C., February 25, 1952. 
Hon. Burnet R. MayRank, 
United States Senator, Senate Office Building: 
We are opposed to Senate bills 2517 and 2564. Will appreciate your serious 
consideration of what Mr. Bliss has to say in regard to these two bills. 
Herrert J. WILitams, 
Secretary- Treasurer, Security Federal Savings and Loan Association. 





THe Soutnw CAROLINA NATIONAL BANK, 
Anderson, S. C., February 9, 1952. 
Re 8. 2517. 
Hon. Burnet R. MayRAnk, 
United States Senate, Washington, D. C. 


Dear SENATOR: Let me urge you to support this biil as I believe it is in the 
best interest of our national banking system. 

As you well know, savings and loan associations, while they perform a neces- 
sary function, yet if they are to ‘‘bleed’’ the national banks of a lot of their life 
blood in the form of savings accounts, could seriously affect the strength of our 
national banks throughout the country. 

Assuring you of our appreciation of any support you can give this bill, I am 

Sincerely yours, 
RE. L. Kina, Vice president. 





First NATIONAL BANK IN TARPON SPRINGS, 
Tarpon Springs, Fla., February 5, 1952. 
Hon. BurNeT R. MAYBANK, 
Chairman, Senate Committee on Banking and Currency, 
United States Senate, Senate Office Building, Washington, D. C. 


Dear Mr. Mayspank: It is my understanding that a bill, 8. 2517, has been 
introduced in the Senate to amend section 5 of the Home Owners’ Loan Act of 
1933, as amended. 

I am very much interested in the passage of Senate bill S. 2517 and sincerely 
request your favorable support of this bill. Your efforts in this respect will be 
greatly appreciated. 

With warm personal régards and best wishes. 

Sincerely, 
A. L. Exvuts, President. 


LEXINGTON FEDERAL SAVINGS AND LOAN ASSOCIATION, 
Lexington, Mass., February 26, 1952. 
In re 8. 2517 and 8. 2564. 
Senator Henry Capor Lopce, Jr., 
Senate Office Building, Washington, D. C. 

DerAaR SENATOR: The Senate Banking Committee are not holding meetings rela - 
tive to the subject Senate bills covering the establishment of branch banks for 
corporations in the banking business organized under the laws of the United 
States. 

A eareful study of this situation brings to attention that the activities of the 
Federal savings and loan associations are carefully supervised and governed by 
the Home Loan Bank Board, Washington, D. C., and that the existing laws are 
adequately supervisory in nature and a change to affect their operation as would 
be attempted by State-chartered institutions is not in keeping with the intent 
and purpose of a Federal charter which now so ably directs these organizations, 
subject to the laws of the United States. 

We would strongly urge you to accord your support toward defeating any pro- 
posal to amend or adjust the existing law by defeating the bills proposed—S. 2517 
and 8S. 2564. The United States Savings and Loan League—the national organi- 
zation for the savings and loan business—is strongly urging the defeat of this 
proposed legislation as well as the Home Loan Bank Board. 

Very truly yours, 
SAMUEL F. Parker, Vice President. 
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Senator Frear. This hearing is concluded, with the understanding 
that any statements people wish to file will be in the hands of the 
clerk of the committee by 12 o’clock noon, March 3. 

I appreciate the attentiveness of those who have been present. | 
appreciate the respect that you have shown the committee. It is 
always a privilege to have such distinguished men visit this committee 
here in our great Capital, and I thank you. 

(Whereupon, at 11:45 a. m. Thursday, February 28, 1952, the sub- 
committee adjourned. ) 
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